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ABSTRACT
The Utilization and Financial Characteristics of
Tax-Exempt Auxiliary Corporations Affiliated
With the Major Public Universities
in the United States
(May, 1980)
Robert W. Gailey, B.S., University of New Hampshire;
M.Ed., University of Massachusetts/Amherst;
Ed.D., University of Massachusetts/Amherst
Directed by: Professor G. Ernest Anderson, Jr.
This study attempts to uncover how and to what extent the
major public universities in the United States are utilizing tax-exempt
auxiliary corporations that have been created by and are affiliated
with those universities and to explore the financial characteristics
of the identified corporations.
The data were collected by the use of two questionnaires. The
first was forwarded to the chief fiscal officers of the 111 major
public universities that are members of both the National Association
of College and University Business Officers (sponsor of the study)
and the National Association of State Universities and Land Grant
Colleges to obtain the general characteristics of the universities,
the names of the auxiliary corporations affiliated with the universities,
the name and address of the individuals responsible for the operation
of those corporations, and opinions of the university chief fiscal
officers as related to the utilization of auxiliary corporations.
The second questionnaire was forwarded to the individual responsible
for the operation of each corporation to obtain information concerning
vi
the formation of the corporation, the organizational and fiscal
relationship of the corporation to the university, and the fiscal
characteristics and status of the corporation. Eighty-three percent
of the chief fiscal officers of the major public universities and
sixty percent of the chief operating officers of the corporations
responded to the questionnaires.
The following summary statements represent the type of in-
formation uncovered by the study;
1. The public universities have created an average of
3.2 auxiliary corporations.
2. Ten percent of the universities studied had no auxiliary
corporations.
3. The universities with the greatest enrollments and
largest educational and general budgets had the greatest
number of corporations.
4. 53.7% of the universities studied anticipated greater
utilization of auxiliary corporations in the next five
years.
5. There is no significant difference in state support between
those universities required to expose the resources of the
corporation in the budget process and those that were not.
6. The president of the university served as a director on
nearly half of the corporation boards.
7. There was much less union/collective bargaining activity
in the corporations as compared to the universities they
served.
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8 . The following median ranges of the financial character-
istics of all auxiliary corporations furnishing the
information established a financial profile (FY 1976)
of the corporations studied.
Revenue from Sales of Goods
and Services
Total Gross Income
Gross Receipts
Assets
$50,001-$250,000
$250,001-$!, 000, 000
$l,000,001-$5,000,000
$250,001-$!, 000, 000
9. Nearly forty percent of the corporations studied had over
$1,000,000 in gross receipts in FY 1976.
The study isolated the following sixteen types of auxiliary
corporations:
General Foundations
Research Related
Alumni Support
School Support
Student Unions and General
Auxiliary Services
Real Estate
Athletic Support
Specialized Activities Support
Student Publications
Student Housing
Bookstores
Health Related
Faculty Clubs
Investment Holding
4-H Support
Miscel laneous
The general and financial characteristics of each type of corporation
were studied and presented in detail.
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CHAPTER I
INTRODUCTION
In the next decade public higher education will be competing
for students and financial support. The public universities will
increasingly be seeking sources of private funding and flexibility not
normally available to a state supported and controlled institution.
This study will examine the utilization and financial characteristics
of the tax-exempt auxiliary corporation affiliated with the major
public universities which is one of the legal entities utilized to
develop private resources to allow universities flexibility to meet
their objectives.
A. BACKGROUND :
In 1966 the Committee for Voluntary Support of the National
Association of State Universities and Land Grant Colleges stated that
just as a decline in tuition income would jeopardize the progress of
every private college in the nation, a drop in state funds would
threaten public institutions.^ Their report pointed out that although
the amount of state tax support was rising in dollars, it was
declining as a percentage of total income for many public Institutions,
and with growing competition for state tax dollars, this percentage
'^Report of National Association of State Universities and Land
Grant Colleges. "Margin for Excellence, The Role of Voluntary Support
in Public Higher Education," Office of Institutional Research.
(Washington, D.C., Oct. 1966)
,
p . 2
.
1
2threatened to decline even more. A survey of 89 state universities
and land grant colleges indicated that for fiscal year 1975 these
public institutions received 52.7% of total revenues from state
o
appropriations.
Why could public colleges and universities be threatened with
becoming "tax assisted" institutions rather than "tax supported"
institutions? There is no simple answer to this complex question,
however, the following are presented as some of the possible in-
fluencing factors:
1. Loss of Confidence by Constituencies Served
During its great period of expansion, public higher education
acquired serious problems along with its growth and accomplishments.
It has become inflexible to a great extent, lax in its intellectual
and moral standards, insensitive to the needs of society, and self-
serving to the point that its purpose is not clear. Public higher
education expanded in the 1960's in spite of the leadership not because
of it. Funds were available, applications had reached the pressure
point, education had been sold as the answer to everything, and the
entrepreneur had learned how to work within the non-profit
organization. Leadership could make mistakes and survive because
next year's increase could bail out this year's mistake. The manage-
ment came from both the "old guard" being in the right place at the
right time and from those who were opportunity seekers. The educational
^M. M. Chambers, Report to the National Association of State
Universities and Land Grant Colleges, "Private Support to Public Higher
Education— 1975"
,
quoted in "The Myth of Public Higher Education in
New Hampshire," New Hampshire Magazine , Oct. 1976, p. 2.
3institution continued to accept the concept that educational! eaders
were developed by faculty moving to administration, administration to
management, and management to leadership without much prior preparation
or experience. The problems on the campuses resulted primarily from
conflicts between those who wanted rapid change and overhaul and those
who were rigid in their outlook, and relied on what had worked in the
past. In many instances the solution to problems was more staff and
facilities approached in the same traditional way as we attempted to
raise student expectations and "vocational ize" the liberal arts
education.
The 70' s brought with them the same management and admini-
strative philosophy, unionization or pending unionization of most
groups on campus, increased federal and state requirements, a more
demanding student body and community, expensive facilities, and an
unclear mission. David Rogers, President of the Robert Wood Johnson
Foundation, summarized the situation by saying, "Universities in their
totality have become too big, too expensive, too much an end in them-
selves, and too detached from the problems of our complex inter-
dependent world." The mission or purpose of the college or university
has not been well defined and communicated to its several constituencies.
Why does it exist? The clients served and sources of support will be
demanding an answer to this question. The leadership of public higher
education will have difficulty leading if it cannot articulate its
direction.
42. Competitive Market
The application pressure from the traditional eighteen-year old
market has declined because the baby boom that faced education is on
the downward side of the curve, the Vietnam Mar and threat of a draft
is no longer pressuring students to continue to stay in education,
students are becoming “job" oriented, and the “value" of education 1s
now being questioned by a large segment of the population. Public
higher education is having difficulty approaching the appropriation
source and making a convincing argument based upon the need for
growth. The politician and the majority of his constituency are not
convinced of the demand, and "quality education" cannot be defined to
the satisfaction of the taxpayer. The public sector now finds Itself
not only competing with the private sector but with itself for the
same traditional students. Federal financial assistance is being
awarded to students based upon costs, and the student with financial
need is being placed in a position of being able to select the
institutiori based upon something other than cost. Space is available
for the student in public higher education, and the public is aware of
the duplication, overabundance of graduates in fields not in demand,
and the cost of maintaining something that doesn't appear to be
relevant.
3. Inflation and Competition for Tax Dollar
As the share of the total expenditure of public higher
education coming from other than appropriated sources (^students,
federal government, etc.) increases, the politician and taxpayer
5win make the case that education is in a unique position of raising
revenue to pay for its service unlike other state human service
agencies, therefore, the appropriation could continue to represent an
increasingly smaller share of the total expenditure for public higher
education. Welfare, mental health, and prison reform will demand a
greater share of the tax dollar and those "state agencies" cannot
turn to the client served for revenue to cover expanded programs or
increased costs due to inflation. Helen I. Shell has indicated that
we may have reached, "a possible 'funding plateau' as state and federal
governments increasingly recognize and expand funding to other social
3
priorities such as health care and ecology." The pressure will be on
the politician not to increase taxes or borrow funds for expansion
of services, but will be told by the voters and taxpayers to take the
resources from some other state program. The increased costs of public
higher education may have to be absorbed by the institution.
At a time when state appropriations are becoming more difficult
to obtain and public institutions need the flexibility to maximize
the return on its existing resources, politicians will attempt to
exercise much more influence on the recipient of the public dollar.
Criticizing the "irrelevant" and "costly" programs will add to the
credibility problem of public higher education. The politician now
obtains votes by publicly being critical of the public higher education
establishment, and the need for better management and centralization
^Helen I. Shell, "Enrollment Trends in Higher Education,"
Research Currents, ERIC Higher Education, June 1973, p. 8.
6will be sold as synonymous. Public higher education will be controlled
more when receiving proportionately less.
Innovative managers in public higher education will attempt to
cut costs and increase productivity to stay within the resources
available to them, but this will be attempted at a time when the
educational institution is facing added costs because of more fiscal
controls, collective bargaining, affirmative action, environmental
and safety requirements, confidentiality and freedom of information
legislation, run away inflation, etc. Mr. Norman L. Epstein, Chief
Counsel for The California State Colleges has summarized the situation
by stating, "Public institutions particularly, often find themselves
saddled with prohibitions which make the practical conduct of business
affairs impossible. In California, for example, almost any purchase
4
of over $25 by a state agency must be cleared through Sacramento."
At a time when the management needs the flexibility, the internal and
external forces influencing the public institution are making it more
difficult to exercise management prerogatives.
B. PROBLEM DEFINED:
As the managers of public higher education wrestle with the
trend of receiving a decreasing share of their total operating budgets
from the state and attempt to cope with increasing controls and
demands from the appropriation source, their interest will increase in
the use of the private auxiliary corporation to generate additional
^Norman L. Epstein, "The University-Related Foundation-Fish,
Fowl or What Have you," ITI The College Counsel , (no. II), 154, 1968,
p. 156.
7private resources and to be used as a legal entity that can create
flexibility to solve managerial problems because of its private nature.
Many of the fiscal managers of public higher education have
become so oriented to the state fiscal structure with all of its legal
and bureaucratic requirements that the educational institution has
not been allowed to be that responsive to the needs of the clientele it
serves. The flexibility created by the use of the auxiliary
corporation raises many questions as the fiscal manager attempts to
understand the assimilation of the private corporation with the public
institution. How have other public universities used these auxiliary
corporations? Who normally creates these corporations? What is the
relationship between the administration of the public educational
institution and the private corporation? What is the potential for
financial support to the institution? What are the financial
characteristics of those corporations that presently exist? Before
the educational manager feels comfortable in recommending that a
particular concept be implemented, he/ she should fully understand the
concept and Its implications. Defining the legal entity in question
and knowing the answers to the above questions would be the first step
in considering the development of a private corporation to be utilized
in resolving problems related to the public educational institution
a-nd supports the need for an empirical study to determine the utiliza-
tion and financial characteristics of auxiliary corporations organized
by public institutions of higher education. There is evidence that
many of these corporations exist but not much is known about them or
their relationship to the sponsoring educational institution. Mr.
8Epstsin outlined the problem by steting the following concerning one
type of auxiliary corporation, "During the last ten years in general,
and the last two years in particular, there has been an enormous
outpouring of published material about the American university. It
seems remarkable to me—almost mysterious— that in all of this
material, almost nothing has been published about the university
5foundation.
"
C. SIGNIFICANCE :
The National Association of Colleges and University Business
Officers (NACUBO) has indicated (Appendix A) interest in a study of
the affiliated corporations because the relationship of the corporations
to the colleges and universities raises many financial and political
questions which need to be more adequately understood. Staff members
of both NACUBO and the National Association of State Universities and
Land Grant Colleges (NASULGC) have substantiated the fact that there
is an increasing interest in the activities of the affiliated
corporations and that there is not much known about them. Staff
members of both associations have admitted in interviews that they are
being asked questions about these organizations, but that they have
very little information on which to base their responses.
Mr. Daniel Robinson, Senior Partner of Peat, Marwick, Mitchell,
during a recent interview, has stated that the American Institute of
Certified Public Accountants (AICPA) has drafted a new audit guide
which will establish the format for auditing and presenting financial
^Ibid.
,
p. 153.
9statements of colleges and universities. One of the current concerns
of that group is how to define the affiliated corporation's relation-
ship to the educational institution in order to reveal a true and
total picture of the financial position of the university and college.
He has indicated that the AICPA would have great interest in this study
and that it might have some bearing on future policies of that
organization.
The chief fiscal officers of colleges and universities
nationally have become more aware that they must know more about the
affiliated corporation activities because the Internal Revenue Service
(IRS) has taken a much more active interest in the unrelated business
activities of the affiliated corporations as well as the colleges and
universities. There is the possibility that the tax-exempt status of
the corporations and even the colleges and universities themselves be
challenged if the activities of these entities stray too far from
their exempt purposes. Therefore, the activities of the affiliated
corporations must be understood and appropriately monitored by
educational managers.
The greatest significance of the information obtained from the
study will be the impact on those public colleges and universities that
presently do not utilize affiliated private corporations or that are
in the process of exploring the establishment of one or more of these
legal entities. This is particularly true with the four year "state"
colleges and public two-year comprehensive community colleges. There
is a growing interest and awareness of both of these groups for the
10
need to develop private resources and flexibility created by the use
of this type of private legal entity. A recent study indicated that
only 50 per cent of the public two-year comprehensive community
colleges have a general foundation (one type of auxiliary corporation)
affiliated with their Institution.® As those institutions who
presently do not have affiliated corporations begin to explore this
concept, they will need to understand the relationship between the
educational institution and the corporation and the financial and
legal implications of such a relationship.
D. SCOPE :
Although private institutions of higher learning have utilized
auxiliary corporations in the management of their institutions, this
study will concentrate on the public sector because of the unique
problems incurred in relating a private legal entity to a public
institution.. The private college or university has funding problems
but it already enjoys the. flexibil ity that is not common in the public
sector and which is assumed to be one of the primary reasons for the
public institutions creating the private legal entity. The public
university or college has many more political and legal factors to
contend with in conducting its business affairs and therefore the use
of the non-profit affiliated corporation can create a new and unique
set of parameters for the fiscal manager in the public educational
institution.
^Michael Luck, "Characteristics of Foundations and Fund^Raising
in Public Comprehensive Two-Year Col leges, "(Doctoral Dissertation,
Southern Illinois University, 1974), p. 102.
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The study will attempt to uncover the extent to which tax-
exempt non-profit auxiliary corporations are being utilized by the
public university. Why the tax-exempt corporation? It is assumed that
a fiscal officer of a public institution will not knowingly allow an
activity directly associated with the institution to generate a cash
flow without bringing it under appropriate budgetary and accounting
control. That control will either be maintained directly within the
institution and its accounts or indirectly through an established and
recognized legal entity. If a non-profit corporation is to be the
instrument utilized it will normally request and receive tax-exempt
status to protect the income generated and for the benefit of the
donor of contributions to the corporation.
To maintain its tax-exempt status, the corporation is required
to keep financial records in a manner which will allow reporting
annually to the IRS in a relatively consistent format, (IRS Form 990).
This standardized format assists in developing a national comparative
study of the financial status of these corporations. This informa-
tion is also public information which may assist in obtaining the
information directly from the corporation once the name of the
corporation is known. A remaining benefit of concentrating on the
tax-exempt corporation is the fact that the financial data are readily
available for study and do not require an additional workload on the
part of the corporation to generate this information.
The survey will concentrate on the 111 public universities that
are members of both the National Association of State Universities
and
12
Land Grant Colleges (NASULGC) and the National Association of Colleges
and University Business Officers (NACUBO) because they are considered
to be the major public universities in this country, are located in
each state, and should have the financial management sophistication
to include the greatest variety of types and uses of auxiliary
corporations 1n support of public higher education. Approximately 30
per cent of all students currently enrolled in higher education attend
the colleges and universities which comprise NASULGC. These universities
grant 38 per cent of all degrees, including 36 per cent of all bachelor's,
39 per cent of all first professional, 42 per cent of all master's, and
64 par cent of all doctorate degrees. In fiscal year 1975, state and
land grant universities received 59 per cent of the $2.2 billion
awarded by federal agencies for research and development.^
The need for the public institutions of higher education to
consider the development of private resources has been expressed by
Dr. Howard R. Bowen, President of the University of Iowa v/hen he
stated: "Legislators do not look with favor on the extras that will
make the difference between adequacy and excellence. The public
institutions, which wish to strive for exceptional performance are
therefore forced to look to private sources for the funds needed to
lift them above the commonplace or the mediocre. Those public
institutions that have achieved greatness have done so with the help
8
and encouragement of private resources and private leadership."
^Report of the National Association of State Universities and Land
Grant Colleges, FACTS '77
,
Washington, D.C.
^Report of National Association of State Universities and Land
Grant Colleges, "Margin for Excellence, The Role of Voluntary Support in
Public Higher Education," Office of Institutional Research, Washington,
D.C., Oct. 1966, p. 2.
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The non-profit auxiliary corporation is a private resource and
one alternative for providing the public institution a link to private
leadership. If it is a mechanism which will assist in the development
of additional revenues and management flexibility for higher education,
it needs to be examined and better understood. This study will seek
to determine what a university staff might like to know about auxiliary
corporations in the process of exploring additional sources and methods
of developing private resources.
CHAPTER II
REVIEW OF RELATED LITERATURE
An exhaustive search of the literature was accomplished in an
attempt to uncover information pertaining to auxiliary corporations
affiliated with public institutions of higher learning, however, very
little was found in print concerning the topic. Much material was
found concerning private foundations such as Ford, Carnegie, etc.,
however, very little information was available related to the type of
corporation to be studied.
Much of the following chapter deals with general information
related to the corporate form. The latter part of the chapter does
furnish as much specific information as was uncovered and Appendix
B contains a list of those auxiliary corporations mentioned in the
literature as affiliated with the 111 major public universities
studied.
A. Corporate Form of Auxil iary Organizations
The legal entity under consideration should be understood and
defined before exploring the question of how public institutions
have utilized these organizations. The private auxiliary organization
under consideration may be characterized as applying to those affiliated
or subsidiary entities (also frequently called "satellite corporations")
that are separately organized and usually incorporated with federal
14
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income tax-exempt status (usually under Internal Revenue Code section
501(c)(3)) and which have some direct associational relationship with
a public degree-granting institution of higher education.^ They are
normally incorporated and chartered by the state as non-profit legal
entities and managed by governing boards separate from the governing
boards of the sponsoring educational institution. The "associational
relationship" is usually created by having individuals connected with
the educational institution (trustees, administrators, faculty,
students, and/or friends) serve on the controlling board of the
auxiliary organization. The organizations are frequently called
"convenience" corporations and have been created by the administration
of the college or university for the purpose of resolving a specific
2
problem. There may be legal or financial reasons why a corporation
may be formed as a "business" stock corporation and the stock owned
directly by the educational institution or indirectly by the non-
profit auxiliary organization. A public college may choose to receive
a gift of land through the non-profit tax-exempt corporation but
required to form a stock corporation in order to enter into a legal
partnership with professional business organizations to develop the
land. This partnership may be the most appropriate route to take in
order for the educational institution to control the design and
^John W. Francis, "Federal Tax Problems of College and University
Auxiliary Organizations," Journal of College and University Law , Vol . 3,
(Fall 1975), p. 72.
^Kurt Hertzfeld, Treasurer of Amherst College, interview held at
Amherst College, Amherst, Massachusetts, January 1977.
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development, and still protect its non-profit status. However, the
predominant legal form of the auxiliary organization is the non-profit
tax-exempt corporation,
B, Non-profit Corporation :
The auxiliary organization under discussion may be called
charitable, educational, community, eleemosynary, benevolent, or non-
profit; and may carry the title of foundation, fund, endowment, trust,
3
or corporation. Regardless of what it is called, it is created by
following very specific requirements of corporation law of the state
where incorporated. When forming the corporation legal counsel would
file an application with the appropriate state agency after the leader-
ship of the institution has determined the purpose of the organization
to be formed, its name, those individuals who will serve as original
incorporators, and the format for the by-laws of the organization.
When the name and articles of incorporation have been approved by the
state and after a certificate of incorporation has been received, the
incorporators meet to elect the first board of directors, adopt the
by-laws, and take any other actions necessary to make the organizations
operative. An application for federal identification number is usually
filed for federal reporting purposes and to permit individuals to be
placed on any future payroll. This may be accomplished at the same
time the organization files an Application for Recognition of Exemption
with the office of the District Director of Internal Revenue for the
District where the principle office of the corporation will be maintained.
^Richard Barbe and Roy M. Hall, "Foundations," Encyclopedia of
Educational Research (1969), p. 517.
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C . Tax-exempt Status :
The auxiliary organization seeks tax-exempt status so that the
income related to its purpose will not be taxed by the federal
government, the gifts to the organization will be eligible for a tax
deduction by the donor, and the organization will be relieved from
paying other miscellaneous taxes. Those non-profit organizations that
meet certain specific criteria, established by Congress, as to purpose
for which formed and have their source of income related to that purpose
may be granted exemption from Federal taxation. However, "exempt"
organizations can be subject to tax on certain portions of their
income, and if they are a "private foundation" (defined later), they are
subject to a number of very specific rules as well as certain "excise
taxes".
The Internal Revenue Code provides exemption from tax for very
specific organizations. The most widely applicable of these exemptions
are:
1. Corporations, and any community chest, fund or
foundation, organized and operated exclusively for
religious, charitable, scientific, testing for
public safety, literary, or educational purposes,
or for the prevention of cruelty to children or
animals, no part of the net earnings of which
inures to the benefit of any private shareholder
or individual, no substantial part of the activities
of which is carrying on propaganda, or otherwise
attempting to influence legislation, and which does
not participate in, or intervene in (including the
publishing or distributing of statements), any
political campaign on behalf of any candidate for
public office.^
^U. S. Internal Revenue Code of 1954, as Amended by Public Laws
Enacted After Public Law 591, August 16, 1954, Section 501(c)(3).
18
2 . Clubs organized and operated exclusively for pleasure,
recreation, and other non-prof itabl e purposes, no part
of the net earnings of which inures to the benefit of
any private shareholder.
5
3. Corporations organized for the exclusive purpose of
holding title to property, collecting income there-
from, and turning over the entire amount thereof,
less expenses, to an organization which itself is
exempt. . .6
There are other exempt organizations, but those listed above are the
organizations primarily applicable to auxiliary organizations in support
of public higher education.
D. "Private" vs. "Non-Private" Foundations :
To further clarify the nature of the organizations under
consideration, it is important to mention the difference between the
"private foundation" and the "publicly supported organizations". The
Tax Reform Act of 1969 differentiated between two general categories
of "exempt" organizations with different guidelines and benefits for
each: "private foundations", and "other than private foundations".
Gross differentiates between the two as follows:
Publicly supported organizations— these are the organizations
that receive public support and there are a minimum of rules
that apply to these organizations. An individual donor
can normally deduct from his own taxable income contributions
up to 50 per cent of his adjusted gross income.
Private foundations- -these are organizations that do not
receive broad public support. Private foundations are
subject to many restrictions on their activities and are
subject to certain taxes including a tax on failure to
^Ibid., p. 7.
®Ibid.
,
p. 2.
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distribute income. Normally an individual donor can
only deduct contributions up to 20 per cent of his adjusted
gross income unless the private foundation makes qualifying
distributions within 2-1/2 months of the end of the fiscal
year. •
The Internal Revenue Service has established that there are
three principal categories of organizations that are not private
foundations:
1. Organizations organized exclusively for religious,
charitable, scientific, literary, or educational purposes
that normally receive a substantial portion of their
receipts from direct or indirect contributions from the
general public or from a governmental unit. Also excluded
are churches, educational institutions with a faculty and
student b.ody hospitals and medical research organizations
related to a hospital.
2. Organizations that meet both of the following "mechanical"
tests, based on actual "support" during the previous four
years:
(a) The organization I’eceives not more than one third
of its support from gross investment income, and
(b) The organization receives more than one third of its
support from a combination of:
(1) Contributions, gifts, grants, membership, fees,
except from "disqualified persons", and
^Malvern J. Gross, Jr., Financial and Accounting Guide for Non-
profit Organizations (New York, The Ronald Press Co., 1974), p. 385 .
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(2) Gross receipts from admissions, sale of
merchandise, performance of services, all of
which must be in an activity related to the
organization's exempt purpose. Excluded from
gross receipts are any amounts from any one
person, governmental unit, or company in excess
of $5,000 or 1 per cent of total support
(whichever is greater).
3. Organizations organized and operated exclusively for the
benefit of exempt publicly supported organizations.®
The non-profit auxiliary organizations in support of public higher
education can normally meet any one or all of the above criteria,
therefore, they are considered to be other than a private foundation,
1.e., Ford, Carnegie, Mellon, etc.
The non-profit auxiliary organization must be prepared to pay a
tax on "unrelated business income" which is defined as that revenue
generated from activities that do not fall under the general purpose
for which the organization was created. The corporation may lose its
tax exemption if it is classified as a "feeder" corporation because it
receives all its income from activity unrelated to the purpose of the
exempt organization being supported. If it was established as a
"profit" busiriess corporation for whatever reason, it is faced with all
the same legal requirements of arsy business corporation.
®Ibid., pp. 385-386.
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E. Exemption From Local Property Taxes :
There is no relationship between being exempt for federal
income tax purposes and being exempt from local property taxes. The
question of exemption from property taxes must be handled on an
individual basis depending upon situation and state law. Justice
Soden spent some 3500 words in reaching the conclusion about
"accessory” non-profit corporations that is characteristic of New
York Courts:
The Court. holds that a corporation which is not
controlled by a bona fide educational institution
but is autonomous and exists primarily to provide
services, food and lodging for faculty and students
is not organized exclusively for educational purposes
because such services bear no primary or exclusive
relationship to the educational process.^
A different opinion prevails in Georgia regarding this issue, where a
1960 decision of the state supreme court held that fraternity houses
at Emory University were exempt from real estate taxes. The Georgia
court viewed the fraternity as an integral educational unit of the
college or university, with its living quarters forming a segment in
the campus design, and serving much the same functions as college-owned
residence ha11s for students not affiliated with fraternities.^^ The
non-profit auxiliary organization that supports public higher
education and owns real estate may or may not be held responsible for
real estate taxes depending upon the location (i.e., on publicly
owned land), purpose, and state law.
^Plattsburg College Benevolent and Educational Association v.
Board of Assessors of Town of Peru, 43 ml sc. 2d 741, 252 NYS 2d 229
(1964) quoted in M. M. Chambers, The Colleges and the Courts 1962-1966
(Interstate Printers and Publishers'^ Illinois, 1967 ) , pT 295.
10
Ibid., p. 297.
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F. Origins of the Non-profit Tax Exempt Corporation:
It would be impractical to completely trace the historical
development of the non-profit corporation for the purposes of this
dissertation, but some background may be of interest and serve as an
introduction to significant contemporary factors influencing these
organizations
.
Although the word "philanthropy" was first coined during the
Elizabethan period in England, the concept of charity existed in early
cultures. Prior to the advent of the Judeo-Christian commandment
to "love they neighbor as theyself", men practiced charity toward the
poor and suffering. Moreover, they used their money in such a way that
12
their charitable endeavors outlived them. One of the earliest known
forms of foundation was found in Egypt where the tradition of leaving
property in perpetuity to other than paternal heirs was encouraged for
religious purposes. During the first and second centuries A.D. in
Rome various foundations were established for the support of educational
institutions, hospitals, foundling and old people's homes, and poor
Barlow, The History of Philanthropy and the Impact of Tax
Legislation (Princeton, N. J.: Tax Institute of America, 1971) quoted in
William H. Smith and Carolyn P. Chiechi, Private Foundations , (American
Enterprise Institute for Public Policy Research, Washington, D.C. 1974)
p. 3.
^^F. W. Jagua, "Function of the Foundation in Modern Society"
N.Y.U. Conference on Charitable Foundations, Vol . 2 (New York: Mathew
Bender, 1955), pp. 153, 157, quoted in Ibid., p. 3.
R. Fremont-Smith, Foundations and Government (New York:
Russell Sage Foundation, 1965), p. 14 quoted in Ibid., p. 3.
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relief. By A.D. 325, however, the assets of these groups had been
14
confiscated. The emperor Constantine recognized the social welfare
obligations of the state and designated the “foundations” of the
Christian Church as the recipient of bequethed endowments and specified
that they were not subject to taxation."^
The Anglo-Saxon legal system adopted and further developed the
Roman concept of the foundation and 'added the word "corporation".
After 1066, the Church controlled the majority of all property given
for what are now called charitable uses through the influence of
ecclesiastical courts. The Statute of Charitable Uses of 1601 indicated
a shift from pious uses to secular works for public good.^® The
preaioible of the statute enumerated the purposes of charitable giving
as follows:
The relief of aged, impotent and poor people, the
maintenance of sick and maimed soldiers and mariners;
schools of learning and free schools and scholars of
universities; the repairs of bridges, ports, havens,
causeways, churches, sea^ banks and highways; the. . .
maintenance of houses of correction; marriages of poor
maids; supportation, aid and help of young tradesmen,
handicraftsmen and persons decayed; the relief or
redemption of prisoners or captives; the aid or ease of
any poor inhabitants concerning payment of fifteens,
setting out of soldiers and other taxes.
^^Ernest V. Hollis, "Evolution of the Philanthropic Foundation"
Ed. Red. 20:575-88, 1939 quoied in Barbe and Hall, “Foundations", (1969)
p. 518.
^^Fremont-Smith, Foundations and Government , (1965) p. 564
quoted in Ibid., p. 518.
^®Ibid., p. 518.
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This law became influential on both the structure and the purpose of
charity in England and, subsequently, the United States.
Benjamin Franklin actively sought to improve social conditions
through voluntary associations. He organized a voluFiteer fire company,
devised methods to pave, clean, and light the streets of Philadelphia,
sponsored a plan for policing the city, and played a major role in
establishing the academy which later became the University of
Pennsyl vania.'*'
Charitable corporations flourished in the history of the United
States because the states passed specific statutes enabling their
19
establishment. During the nineteenth century, private corporations
rather than trusts were increasingly used to hold funds for charitable
purposes, and in 1847, Congress incorporated what has been referred to
as the first American corporate foundation— the Smithsonian
70
Institution. In 1889. an article entitled "Wealth", authored by
Andrew Carnegie, v«s published in Horth American Review . This essay,
which was addressed to the leaders of American business and industry,
proposed that the rich administer their wealth as a public trust during
A. Moe, "Notes on the Origin of Philanthropy in Christendom",
Proceedings of the American Philosophical Society (Philadelphia:
Amir i can' Phi Tosophi cal Society, 1961), p. 146“r^oted In Smith and
Chiechi, Private Foundations
, (1974), p. 4.
IH
R. H. Bremmer, American Philanthropy (Chicago: University of
Chicago Press, 1966), p. 7, quoted in Ibid., p. 4.
^^Fremont-Sniith, Foundation and Government , 1965 quoted In Barbe
and Hall, "Foundations" (1969]
,
p. 518.
^^Jaqua, "Function of the Foundation", p. 159, quoted in Smith
and Chiechi, Private Foundations, p. 5.
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life rather than bequeathing it to their heirs. It reminded the
wealthy of their responsibilities to society and encouraged them to
implement these responsibilities. Although the first statute
exempting charitable organizations from federal income tax was not
enacted until 1894, such organizations had been exempted from property
22
taxes much earlier.
The Corporate Excise Tax Act of 1909 Imposed a tax on the
privilege of doing business but specifically exempted non-profit
organizations as follows:
Every corporation, joint stock company or association,
organized for profit and having capital stock, represented
by shares, and every insurance company. . . shall be subject
to pay annually a special excise tax with respect to the
carrying on or doing business. .
.
provided, however, that
nothing in this section contained shall apply to. . . any
corporation or association organized and operated exclusively
for religious, charitable, or educational purposes, no part
of the net income of which inures to the benefit of any
private stockholder or Individual .23
During the first half of the twentieth century most of the legislation
was enacted by Congress which has become the basis for the fiscal control
of the non-profit corporation and resulted in the Internal Revenue
Code of 1954 which specified the requirements of the tax-exempt
corporation.
G. Contemporary Developments :
Walton and Andrews indicated that during the first decade of
the twentieth century, fewer than 20 new "foundations" were formed
^^Ibid., p. 6.
^^Ibid., p. 9.
^^Ibid., p. 11.
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wh6r6dS5 in th6 sscond d6Cdd6 76 nsw founddtions w@re fonned, including
the Rockefeller Foundation, the Carnegie Corporation, and the
Commonwealth Fund. In the 30 's over 169 foundations came into being,
including 12 which had assets of over $10 million each, and during the
40
's as many as 2,500 foundations were created. Gross estimates that
there are presently more than 450,000 non-profit organizations in the
United States and they own property representing from 10 to 33 percent
of the tax roll in many large cities. The proliferation of the tax-
exempt non-profit corporation in this country in the last thirty years
has resulted in an increase in concern by the Congress.
The proliferation of non-profit corporations and related tax
abuses reached the point by 1943, that Congress, concluding that it
knew very little about this activity, for the first time required
26information returns to be filed by certain tax-exempt organizations.
A count of the tax-exempt corporations listed in the IRS Publication
Cumulative List of Organizations indicates that there are approximately
170,820 non-profit organizations that have been granted tax-exempt
27
status from the Internal Revenue Service. The Congressional interest
24
Ann D. Walton and Emerson F. Andrews (eds.) The Foundation
Directory, 2nd ed. Russell Sage, 1964, p. 1000, quoted in Barbe and
Hall, "Foundations" (1969), p. 519.
nc
Gross, Financial and Accounting Guide for Non-Profit
Organizations
,
p. 3.
^^Smith and Chiechi, Private Foundations , p. 16.
^^Internal Revenue Service Publication 78 (1-77), Cumulative List
of Organizations (U.S. Govt. Printing Office, Washington, D.C., 1977).
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has been centered around the activity of what was finally called the
"private" foundation in the Tax Reform Act of 1969. The private
foundation has come under careful investigation primarily because of
the self-serving nature of many of the family and business controlled
"non-profit" corporations. However, it Is also clear that the business
related activities of colleges and un1vers1tl8s--usually carried on
through the auxiliary organization, were the most significant of the
alleged abuses Congress was seeking, to remedy when it enacted the
28
Revenue Act of 1950. Two of the restrictions Imposed by the Revenue
Act of 1950 provided for loss of tax-exempt status if the tax-exempt
organization engaged in certain prohibited transactions or if it
accumulated an unreasonable amount of income. The "feeder" organization
provision withdrew exempt status from organizations operated for the
primary purpose of carrying on a trade or business, even if all their
29
profits were payable to one or more tax-exempt organizations. The
Internal Revenue Service's Exempt Organizations Handbook provides the
following portions of a speech by Congressman Sabath as reported in the
Congressional Record:
Our universities and colleges have gone into business
in great style under this strangely overlooked weakness
in our laws. Union College recently purchased all of the
properties of Allied Stores Corp., one of the largest
national department store chains. The same college
recently acquired Abraham and Straus property in Brooklyn
for $9,000,000 and immediately leased it back to Abraham
and Straus at low rentals under an 80-year lease. . . .
^^Francis, "Federal Tax Problems of College and University
Auxiliary Organizations", p. 73.
^^Smith and Chiechi, Private Foundations, p. 21.
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Meanwhile, the involvement of educational institutions in
the field of banking, real estate, conmerce, and industry
goes merrily on. Universities own haberdasheries, citrus
groves, movies, cattle ranches, the Encyclopedia Brittanica
(owned by the Uni varsity of Chicago), and a large variety of
other enterprises. The University of Wisconsin controls
patent pools and collects royalties. Universities and
colleges, together with foundations, have an annual income
from their business activities of well over a half billion
dollars annually. Were this income not tax-exempt, they
would pay $173,000,000 in Federal Taxes annually.
The case related to this topic that is most discussed is the
famous "Mueller Macaroni Case." In 1947, the Law School of New York
University acquired the C.F. Mueller Co., which was the largest company
in the business of manufacturing and selling macaroni and related
products. This purchase resulted in one Congressman stating, "Eventually
all the noodles purchased in this country will be produced by
corporations held or created by universities."^^ Many of these ideas
for developing innovative methods to finance higher education were not
entirely altruistic. The tax court in this case noted that, "H. T.
Sorg, a person not connected with New York University, conceived the
idea of acquiring all the stock of the old company (C. F. Mueller Co.)
on behalf of the Law School of New York University. . . the petitioner
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agreed to pay Sorg a commission of $124,250 for services."
The Revenue Act of 1950 and the court decisions that followed
were primarily concerned with unrelated income of tax-exempt corporations
and the removal of tax-exempt status of corporations which were formed
Mueller vs. Commissioner, 14 T.C. 922 (1950) revised, 190 F
2nd. 120 (3rd. Cir. 1951) quoted in Francis, "Federal Tax Problems of
Colleges and University Auxiliary Organizations," p. 73.
^^Ibid., p. 73.
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not as "exempt" charitable or educational corporations, but were
merely "feeder" corporations owned by tax-exempt corporations. The
tax status centered around the source of the income not the manner in
which it was used.
The Revenue Act of 1964 was a result of a Treasury Department
report to Congress indicating the effectiveness of the 1950 amendment
to the Internal Revenue Code. The Treasury Department conducted an
extensive survey of approximately 1,300 private foundations—consisting
of 100 percent of all foundations with assets of $10 million or more,
25 percent of those in the $1 million to $10 million category, 10 per-
29
cent of those with assets of $100,000 or less. This Act finally
contained the provisions mentioned earlier which differentiated between
private foundations and publicly supported charitable organizations and
which became further clarified in the Tax Reform Act of 1969.
The Tax Reform Act of 1969 primarily concerned itself with
"private" foundations and required that they:
1. Pay a 4 percent excise tax on investment income.
2. Distribute all their net income.
3. Dispose of their excess business holdings.
4. Restrain from certain prohibited transactions.
33
5. Publish an annual report.
These requirements do not apply to auxiliary tax-exempt corporations
supporting public higher education.
^^Smith and Chiechi, Private Foundations, p. 29.
^^Gross, Financial and Accounting Guide for Non-Profit
Organizations
, pp. 389-390.
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As stated earlier, most of the legislation and Congressional
interest has centered around the activity of the "private" foundation.
Even considering the volume of activity in this country related to
private foundations, there is still relatively little known about them.
In December 1956, The Foundation Library Center was opened in New York
City and a newspaper article stated, "Whether you are a writer,
sculptor, lepidopterist, or student. . . a staff of experts on
benevolence will inquire into your desires and show you file material
on every possible foundation functioning in your area."^^ Although
this library now has 27,000 active files on foundations (including all
the IRS Forms 990 and 990-AR filed since 1970), they have no information
on those that can be classified as auxiliary organizations in support
35
of higher education. In 1958, Hollis stated, "A comprehensive list
of foundations and other types of charitable trusts has never been
compiled. . . Too many of the foundations listed by Internal Revenue
Service refuse to disclose any information for voluntary directory
listings." In 1974, William H. Smith, member of the Committee on
Administrative Practices of the American Bar Association's Section of
Taxation and former Deputy Commissioner of the Internal Revenue
Service (1966-71) stated in discussing the Tax Reform Act of 1969,
^^F. Emerson Andrews, Foundation Watcher , (Lancaster; Franklin
and Marshall College, 1973), p. 181.
qc
Suzanne Moore, Research Librarian, Foundation Center, inter-
viewed on telephone, January 1977.
^^Ernest V. Hollis, "Foundations", In Harris, Chester W. (Ed.)
Encyclopedia of Educational Research , 3rd ed. Macmillan, 1960, p. 566.
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"The lack of data on foundations is probably as much attributable to
the foundations themselves as to anyone else. Naturally, lack of
information can create misconceptions."^^
H. Private Non-profit Auxiliary Corporations in Support of Public
Higher Education .
The search of the literature was primarily concerned with
uncovering information related to the use of the non-profit corporation
in support of public higher education, with special reference to the
creation of management flexibility. Although constantly uncovering
the statement that not much is known concerning the private foundation
and that there is a need for much more research in this area, much less
is available concerning the private auxiliary organization affiliated
with public higher education.
In 1968, Norman Epstein, Chief Counsel for the California
State Colleges wrote,
During the last ten years in general, and the last
two years in particular, there has been an enormous
outpouring of published material about the American
university. In learned treatises and in the popular
press, almost every feature and nuance has been held to
the light and critically examined. As the university has
continued its propensity of being a worthy subject of
headline comment, the intensity of this scrutiny has
increased. It seems remarkable to me—almost mysterious—
that in all of this material, almost nothing has been
published about the university foundation. Yet the
prevalence of these entities in American universities,
both public and private, is enormous, and by every index
we can see, it is increasing. . . I have been unable to
^^Smith and Chiechi, Private Foundations , p. 41.
OQ
Norman Epstein, "The University-Related Foundation— Fish,
Fowl or What Have You," III The Col 1 eqe Counsel , (No. II) 153, 154
(1968), p. 153.
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find any accurate sounding of the dollar volume generated
by university foundations, let alone of the indirect
significance on the economy and on the educational
communities they serve.
However, he points out in the same article that,
. . . the telltale signs are there for anyone who would
look. In the California State Colleges alone, some 48
separate foundations had gross sales and other income
aggregating over $42,000,000 during the fiscal year
ended June 30, 1967.
Seven years later, in 1975, John Francis, Associate Vice
President for Administration, California State Polytechnic University,
Pomona, seems to echo the point made by Epstein that there is evidence
of both the profusion and the diversity of these organizations and
then goes on to outline the federal tax problems of these auxiliary
39
organizations.
What information was uncovered concerning the specific use of
non-profit auxiliary corporations in support of public institutions of
higher learning? (From the data available an attempt has been made
to list the following items chronologically by approximate data of
formation.
)
1. The Kansas University Endowment Association was formed in 1893,
as an "independent, non-profit educational corporation", having
as its purpose, the solicitation and management of private funds
for the benefit of the University, its students and its staff.
It provides $750,000 in scholarships annually, $2,000,000 in loans
annually, supplements to regular state salaries for 17 professor-
ships, awards for distinguished teaching, faculty loans, special
^^Francis, "Federal Tax Problems of College and University
Auxil iary Organizations," p. 72.
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library collections, and a center for research. It has provided
all or a significant part of the funds for 40 buildings. It is
assumed to be the oldest organization of its kind at a state
40
university. The Harvard Co-operative Society was organized in
1882 and probably was the first
-separately organized enterprise
affiliated with a college or university. However, this organiza-
tion was created for the benefit of individuals associated with
the University in an attempt to reduce the cost of educational
supplies and services to its members.
2. In the January 1976 Directory of the National Association of College
Stores, 100 bookstores are listed as separately organized or
incorporated (not all non-profit) and operating in association
with four-year colleges and universities. Separately incorporated
bookstores include the Student Book Corporation at Washington
State University (1914), Oregon State University Bookstore (1914),
University of Oregon Bookstore (1920), Associated Student Stores
at the University of Montana (1928), and the MSU Bookstore at
Montana State University (1931).^^
^*^Irvin E. Youngberg, "How to Establish a Foundation to Receive
Private Gifts," Innovative Ideas in University Development , National
Association of State Universities and Land-Grant Colleges, no date,
p. 12.
^^NSB Gras. Harvard Co-operative Society Past and Present 1882-
1942 . Harvard University Press, 1942, 125 quoted in Francis, "Federal
Tax Problems of Colleges and University Auxiliary Organizations, p. 78.
^^Francis, "Federal Tax Problems of College and University
Auxiliary Organizations", p. 78.
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3. The University of Michigan formed the Board in Control of Athletics
of the University of Michigan in 1924 as a separate corporation to
support athletics at the University.^^
4. There are presently at least sixty separately incorporated tax-
exempt organizations operating more or less as an integral part of
colleges and universities engaged in the administration of research
grants, contracts and patents. These include; Wisconsin Alumni
Research Foundation (1925), Purdue Research Foundation (1930), and
the Ohio State University Foundation (1936).^^ The National Science
Foundation recently sponsored a study of 47 university-connected
research foundations. This study was primarily designed "to
assess the current and potential roles of university-connected
foundations as integrated subsystems for university research
administration." The study pointed out that the diversity of
organizational forms and functions made simple characterization of
foundations difficult. It also concluded the following:
In many instances, the foundation is not clearly
distinguished from the university it serves, which is
a continuing source of confusion and concern within and
without the university. Lack of factual information
about these foundations and the foundation/university
interfaces can affect their relationship with sponsors of
research and with state and local agencies with which
public universities must deal.^S
^^Ibid-.
,
p. 88.
^^Ibid.
,
p. 88.
^^Raymond D. Daniels, Ralph C. Martin, Lawrence Eisenberg, Jay M.
Lewallen, Ronald A. Wright, University-Connected Research Foundations ,
Norman, Oklahoma, University of Oklahoma, 1977, p. 248.
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5. The University of Wisconsin, Madison, has operated a separately
incorporated student newspaper since 1928. Many colleges and
universities have followed this tradition.^®
6. In 1942, business and professional leaders from throughout North
Carolina organized the North Carolina State University Foundation
as an instrument to raise and receive funds to support and
supplement campus-wide programs. North Carolina State University
now has eleven foundations which exclusively support the
university's work. They are the Agricultural, Dairy, Design,
Education, Engineering, Forestry, 4-H Club, Humanities, State
University, Pulp and Paper, and Textile Foundations. Collectively
these foundations contribute $1,227,000 to the University's 80
million dollar budget. From 1943 to date the total income has
amounted to more than $25,000,000.^^
7. The University of Illinois Foundation was chartered by statute "to
assist in developing and increasing facilities of the University
of Illinois for broader educational opportunities for and service
to its students and alumni and to the citizens of the State of
Illinois.
. It owns an alumni union building, men's residence
48hall, alumni hall, and an arcade.
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NSB Gras, Harvard Co-operative Society Past and Present 1892-
1942
, p. 78.
47
Rudolf Pate, "Cooperative Fund-Raising Programs," Innovative
Ideas in University Development
,
National Association of State
Universities and Land-Grant Colleges, Washington, D.C., no date, p. 10.
48
People ex. rel . Goodman v. University of Illinois Foundation 388
111. 363, 58 N.E. 2d33, 35-39 ^944) quoted in Epstein, "The University-
Related Foundation-Fish, Fowl or What Have You", p. 161.
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8, The University of Wisconsin Foundation holds patent rights on
Vitamin B.and the Purdue University Agriculture Alumni Seed
Improvement Foundation holds rights on the corn strain styled
Purdue 32 reputed to make the best popcorn to be found in movie
theaters anyvihere in the country. Ammoniated tooth powder produced
1n this country is licensed by the University of Illinois
49
Foundation. The private corporation holds patents that are a
source of revenue.
9. The Texas A & M Foundation was established to provide for donors
who had objections to contributing directly to a state-supported
school
.
10. The New York State University College at Plattsburgh formed a non-
profit corporation called Plattsburgh State Teacher's College
Benevolent and Educational Association to provide students and
staff with food service, a bookstore, vending machines, juke boxes,
faculty housing, and an education conference and recreational
center.
11. In 1959, the American Alumni Council reported that 196 of the 669
alumni associations that responded indicated that they were
incorporated.^^
p. 154.
^^Michael Luck, "Characteristics of Foundations and Fund-Raising
in Public Comprehensive Two-Year Colleges", Doctoral Dissertation,
Southern Illinois University, 1974, p. 34.
^^Chambers, The Colleges and the Courts , p. 295.
^^Francis, "Federal Tax Problems of College and University Auxiliary
Organizations," p. 92 .
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12. The Foundations attached to the California State Polytechnic
Colleges have been able to successfully mount and continue
programs in which agriculture students raise, buy and sell live-
stock, feed, and produce as part of their instructional program.
The state fiscal structure evidently would not allow for this
type of business activity. ’
13. The Iowa State University Foundation operates the food services
in the Iowa State Memorial Union.
14. The SUNY Foundation exists to provide support for an entire
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university system.
15. The University of California, Berkeley provides housing for 1300
students in facilities owned by the University Students Cooperative.
UCLA provides housing for 450 students in facilities owned by
the University Cooperative Housing Association. Portland State
University provides housing for 1,000 students in facilities owned
by the Portland Student Services.
16. San Diego State University Foundation owns and operates an
educational non-commercial television station for the San Diego
area (KPBS).^^
^^Epstein, "The University Related Foundation-Fish, Fowl or What
Have You", p. 158.
^^lowa State Memorial Union, NLRB Admin. Dec. Case No. 18-RC-5757,
55LRRM 1362 (1964) quoted in Ibid., p. 164.
^^Ibid., p. 159.
^^Francis, "Federal Tax Problems of College and University
Auxil iary Organizations," p. 85.
^^Ibid., p. 92.
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17. In 1962, Highland Community College in Freeport, Illinois formed
the Highland Community College Foundation. In fourteen years it
raised over $1,000,000 on direct appeals to the community served.
It raised $150,000 to purchase a 210 acre site for a new campus
plus $100,000 for a master plan and landscaping. It is now in
the process of planning a campaign to create a $1,000,000
CQ
endowment fund.
Although the Highland Community College Foundation experience
mentioned above indicates successful support of the two-year
public comprehensive community college, a national survey conducted
by Dr. Michael Luck in 1974 indicates that slightly less than half
of the public community colleges in the United States participate
in any type of fund raising or have established foundations, that
most colleges do not utilize the full potential of their foundations
and that the most frequent amount of total assets for colleges with
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foundations is less than $10,000. That study is supported by a
survey of the 94 California public community colleges also
conducted in 1974, by Dr. Alfred Silvers who concluded that there
was a great deal of interest in the use of the private legal entity
to raise private funds but that they weren't being widely utilized
by the public community college.^^
^®Howard D. Sims, "Private Funding Through Public Support,"
Community and Junior College Journal , October 1976, p. 30.
^^Michael Luck, "Characteristics of Foundations and Fund-Raising
in Public Comprehensive Two-Year Colleges".
®*^Alfred Silvers, "The Design and Utilization of Non-profit
Foundations Affiliated with California Public Community Colleges",
Doctoral Dissertation Abstract, University of Southern California, 1974.
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18. Appendix B contains a list of the auxiliary corporations existing
at the 111 major public universities studied, compiled from all
the sources listed in the footnotes to this chapter, plus
additional unpublished material received from the National
Association of College and University Business Officers and a
review of the corporations listed under the university names in
IRS Pub. 78 noted earlier.
I . Conclusions
In examining the literature related to non-profit organizations,
it was found that there is much information concerning the general
corporate form and "private" foundations (i.e.. Ford, Carnegie, etc.),
however, very little is available directly concerned with the tax-
exempt non-profit corporation that is created by and affiliated with
either the major public universities or institutions of higher learning
in general. There is evidence that they exist and that they furnish
significant resources to the parent educational institution, but specific
information concerning their formation, organization, financial
condition, utilization, objectives, size, management, and sources of
revenue does not seem to be available. There is also a significant
amount of information available concerning the amount of private
financial support to public higher education, however, there is a lack
of information concerning the extent to which universities and colleges
have utilized the auxiliary corporation to create resources and
flexibil ity.
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Because of the absence of information concerning auxiliary
corporations, the literature search concentrated on developing the
history of non-profit corporations, the tax implications of non-profit
corporations, and the differences- between the private foundations and
the corporate type to be studied. Information was compiled, when
uncovered, concerning corporations meeting the definition of the legal
entity to be investigated and was presented in this chapter.
The leadership of higher education will be studying every
potential source of generating financial support in the future in order
to create flexibility to accomplish objectives and even to survive
during the next decade. This study has been designed to examine one
method that public universities have utilized in order to assist
educational managers in determining whether they should consider this
approach at their institution.
CHAPTER III
METHODOLOGY
The diverse nature of the "university” attracts both faculty
and staff with an extremely wide range of interests, backgrounds,
talents, involvements, and approaches to solving problems. This
multifaceted and far reaching institution generates a multitude of
formal and informal organizational structures and relationships both
within and surrounding the university. Both faculty and staff are
involved in research, consulting, and other professional activities
that have resulted in the development of independent corporations both
profit and non-profit. Some have leadership positions in national or
regional professional organizations that have significant resources
but are merely loose associations, and because of their employment
status with the university, the university indirectly gets involved
to varying degrees with those activities. The university itself may
participate with other educational and non-educational institutions
in creating consortia to solve mutual problems. The faculty and
staff may be involved with organizations that are identified with the
university but are separate organizations providing a wide variety
of services.
It would be almost impossible to categorize and systematically
uncover all of the various organizational relationships and involvements
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of the university faculty and staff and/or the university iself.
However, the attempt has been made, by this study, to uncover directly
from 111 major universities in this country, the extent to which the
university is utilizing the tax exempt non-profit auxiliary corporation
and the financial characteristics of that corporation. A search of
the current literature has indicated that many of these organizations
exist for such purposes as fund raising, research administration, and
student services but not much is known about their financial
characteristics.
A. Definitions :
The definition and utilization of the appropriate title for the
legal entity studied was one of the first problems to be solved. It
was difficult to discuss and to research without the correct
terminology. It was also recognized that a precise identification of
the auxiliary organization was necessary to be able to request
information from administrators in all states with the various laws
governing such legal entities. The investigator could rely to some
extent on the experience and knowledge of the chief fiscal officers of
the institutions studied because these auxiliary organizations are
presently being discussed by several professional groups. The study
finally referred to the organization being analyzed as "the tax-
exempt auxiliary corporation affiliated with the major public
university." It may be characterized as applying to those "affiliated
or subsidiary entities (also frequently called 'satellite corporations')
that are separately organized and usually incorporated with federal
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income tax-exempt status (usually under Internal Revenue Code,
Section 501(c)(3)) and which have some direct associational relation-
ship with the degree-granting institution."^ Mhile some very
significant organizations could be eliminated by this somewhat "tight"
definition because of the organizational activities mentioned earlier
in this chapter, it was necessary to utilize terminology that permitted
an appropriate comparative analysis. Unincorporated associations,
state created building authorities, social fraternities, etc., did not
fall within the definition, but it is recognized that they play a
significant role in the life of the university.
"Major public university" has been defined as those that are
members of the National Association of State Universities and Land
Grant Colleges, the membership of which includes by their definition
the "major public universities" in this country.
B
.
Questions to be Investigated :
The study was basically an empirical survey designed to uncover
certain information concerning a topic about which not much was
generally known. However, there were several objectives which the
study hoped to meet and questions for which answers would be sought.
The following questions guided the development of the design of the
study and the instrument utilized in the collection of the data:
1. How extensively are state supported universities utilizing
the tax-exempt auxiliary corporation and what was the
role of the university in the formation of the corporation?
^John W. Francis, "Federal Tax Problems of College and University
Auxiliary Organizations," Journal of College and University Law , Vol . 3,
(Fall 1975), p. 72.
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2. Why have the auxiliary corporations been developed?
3. Does the appropriation source take into consideration the
resources of the auxiliary corporation when determining
the size of appropriation for the university?
4. Are public universities planning to expand the utilization
of auxiliary corporations?
5. What is the role of the administration of the university
in relationship to the operation of the auxiliary
corporation?
6. What is the fiscal relationship between the corporation and
the university?
7. What is the organizational relationship between the
corporation and the university?
8. Is there a relationship between the size of university
(enrollment and/or budget) and the utilization of auxiliary
corporations?
9. Can the corporations be categorized by type?
10. If so, what are the general and financial characteristics
of the various types of auxiliary corporations?
11. Are the auxiliary corporations planning to expand their
fund raising activities?
C. Procedure and Related Problems:
When it became evident that an empirical study was in order,
the problem arose as to how to collect the data concerning the
corporations. On the basis of the literature search and an interview
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with an executive in the Internal Revenue Service District Office in
Boston, it was thought that the information could simply be collected
by requesting from the Internal Revenue Service, under the Freedom
of Information Act, copies of information on file pertaining to the
formation of each of these corporations once identified in the IRS
Publication #78 which lists all the tax-exempt corporations in the
country. As noted earlier this publication lists (alphabetically)
over 170,000 separate non-profit corporations and there is no positive
way of identifying the auxiliary corporation by its name although
those that contain the name of the university could be assumed to be
an auxiliary corporation. Since the use of the IRS file also would
not uncover much of the information pertaining to the relationship of
the university to the corporation, that approach was discarded.
Based upon prior experience and interviews with several chief
fiscal officers of universities and colleges, it was concluded that
the best feasible method to collect the data to answer the questions
that have been outlined was by direct inquiry utilizing a set of
questionnaires. It was also concluded that a typical graduate student
questionnaire forwarded to the chief fiscal officer of a major public
university dealing with what might be considered by many as fairly
sensitive information would not produce a significant return.
Therefore, the support of the National Association of College and
University Business Officers (NACUBO) and the National Association of
State Universities and Land-Grant Colleges (NASULGC) was sought with
positive results. (Appendix A & C) The relationship developed with
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NACUBO and NASULGC also assisted in narrowing the size of the population
to be studied (the 111 universities that belong to both organizations)
and was thought to be a significant factor in increasing the data
flow. The Executive Vice-President of NACUBO furnished the names and
addresses of the chief fiscal officers of the 111 universities, reviewed
the project and instruments to be utilized, and made arrangements to
have the procedure and instruments critiqued by two chief fiscal
officers of two very large public universities. The investigator also
reviewed the process with two additional chief fiscal officers of major
universities prior to finalizing the data collection procedures and
had the survey instrument reviewed by committee members and other
faculty of the Center for Educational Research. By utilizing this
approach, the investigator attempted to reduce the possibility of low
return or incorrect answers.
D. First Questionnaire :
The data collection was accomplished in two stages. The first
was a questionnaire (Appendix D) sent to the chief fiscal officers of
the 111 major universities mentioned earlier. The questionnaire was
designed to uncover some general information about the size of the
university, the names and addresses of those individuals having operating
responsibility for the auxiliary corporations listed, and a start at
uncovering information related to the basic question of the study
pertaining to the utilization of auxiliary corporations. A letter
of endorsement (Appendix E) signed by the Executive Vice-President
of NACUBO and a personal ly addressed, typed, and signed letter
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(Appendix F) from the investigator accompanied the two page questionnaire.
In addition to the personally typed cover letter and endorsement letter
from NACUBO, several other strategies were employed to increase the
response to the initial questionnaire. It was stated that the name
of the university and/or corporation(s) would not be published and that
the respondents would receive a copy of the results. The first
questionnaire which uncovered the basic data was intentionally kept
brief, and permission was granted to have the request come from a
Research Associate of the Center for Educational Research of the
University of Massachusetts rather than a doctoral student. The first
questionnaire with cover letters and business reply envelope was
forwarded on May 24, 1977. A duplicate questionnaire was forwarded
with a follow-up note (Appendix G) and a business reply envelope to
those universities that had not responded by July 6, 1977. To ensure
that the survey would be as complete as possible, a second follow-up
note (Appendix H) forwarding a third copy of the initial questionnaire
and a business reply envelope was sent on August 1, 1977, to those
that had not responded by that date. This note also included a
request to indicate why they did not intend to respond if that was
to be their decision.
E. Second Questionnaire :
When a completed questionnaire was received from the chief
fiscal officer of a major university, it would be recorded on a
central log; and a personally addressed note (Appendix I), copy of
the NACUBO letter of endorsement, and the questionnaire (Appendix J)
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designed to uncover the data concerning auxiliary corporations would
be forwarded to the individual who the chief fiscal officer indicated
had operating responsibility for the corporation. A list of the
corporations was maintained indicating that a questionnaire had been
forwarded and when the completed questionnaire was returned. This
second questionnaire was designed and refined, based upon the
investigator's knowledge and experience in the field of fiscal
management and organization, the review of the literature, and the
assistance of fellow professional fiscal officers and doctoral committee
chairman. The questionnaire was constructed in three parts and was
coded so that if a respondent failed to furnish the corporation names
the corporation and university could easily be identified. The first
section of the questionnaire consisted of general questions about the
corporation which would furnish some background and information
concerning the formation of the corporation. Part II of the question-
naire attempted to uncover information related to the organizational
and fiscal relationship with the university, and Part III attempted
to expose the fiscal status of the corporation.
Recognizing that the compilation of fiscal data could require
a great amount of time and could result in the respondent deciding not
to complete the questionnaire, the format for most of Part III
followed sections of IRS Form 990 which each tax-exempt corporation
must complete each year in order to retain its tax-exempt status. The
fact that the data were readily available to the respondent and known
to be public information was thought to increase the percentage of
returns.
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If a corporation had not responded in four weeks, a follow-up
note (Appendix K) forwarded a second copy of the questionnaire to the
corporation with a business reply envelope. A final follow-up note
(Appendix L) was forwarded three weeks later if the corporation had
still not responded. This follow-up also requested the respondent to
indicate the reason for not responding if that was the decision.
F. Tabulation of Data :
Master questionnaires were coded as guides for keypunching
and all returned and completed questionnaires were thoroughly
reviewed prior to keypunching the data. After all the data were key-
punched, a print out of the data was compared with the original
input documents in order to verify the data. After the corrections
were made and verified, the data were accepted as being ready for
the creation of computer files.
The Statistical Package for the Social Sciences on the
University of Massachusetts Graduate School Computer (Cyber) was
utilized in tabulating the data. Frequencies of all responses were
obtained and cross-tabulations were utilized that pertained to a list
of key questions developed to analyze relationships that were thought
to be important for the proper display of the material uncovered.
The data were analyzed and conclusions and recommendations derived
from the analysis.
CHAPTER IV
ANALYSTS OF DATA
This chapter will present the information gained as a result of
analyzing the questionnaires returned from both the chief fiscal officers
of the major public universities and the chief operating officers of
the auxiliary corporations affiliated with those universities. The
information has been organized to first present the characteristics
of the universities studied, the degree to which auxiliary corporations
are utilized, and the fiscal relationship of the universities to the
corporations. Secondly, the general and fiscal characteristics of the
corporations are examined, followed by an analysis of the fiscal
relationship of the corporations to the universities. The last portion
of this chapter describes in detail the sixteen types of auxiliary
corporations.
A. Characteristics of Universities Studied
By November 1, 1977, 92 chief fiscal officers (83») of the 111
major public universities had responded to the request for information
concerning their university and the auxiliary corporations existing at
their respective institutions. Twelve responses were not utilized in
this study for the following reasons.
8 - Indicated "no corporations" and failed to complete data
concerning general characteristics of the university.
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1 - Returned questionnaire with letter indicating that he
preferred not to furnish the information.
2 - Returned questionnaire stating a problem with the
definition of "auxiliary corporation."
1 - Returned questionnaire stating that he did not have
enough time to participate in the study.
Therefore, a file was created that included data related to 80 (72%)
of the major public universities that are members of the National
Association of State Universities and Land Grant Colleges (NASULGC).
All of these universities are also members of the National Association
of College and University Business Officers (NACUBO).
1. Date Fiscal Year Ends (Age of Data)
The date on which the university fiscal year ends was
requested in order to determine the age of the data. The
responses were tabulated and summarized as follows:
Date Absolute Frequency Relative Frequency (PCT)
June 30 73 91 .2
August 30 2 2.5
September 30 2 2.5
March 31 2 2.5
April 30 1 1.2
80 100.0
The data for the study were requested in the spring of 1977,
therefore, it is assumed that the university characteristics
apply primarily to FY 1977.
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2. Geographical Location of Universities Studied
.
For the purpose of this study the United States was
divided into ten regions as indicated in Figure #1.
FIGURE #1
Source: Washington Report . Chamber of Commerce of the United States,
February 1977.
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The institutions included in this analysis were located as
follows:
Geographical Area Number % of Total
New England 4 5.0
Middle Atlantic 6 7.5
South Atlantic 13 16.2
East North Central 12 15.0
East South Central 9 11.2
West North Central 11 13.7
West South Central 7 8.8
Mountain 11 13.7
Pacific 4 5.0
Outside Mainland 3 3.7
80 100.0
There does not seem to be any readily discernible geographical
pattern in relation to other variables studied. Any possible
significance uncovered by location could as easily have been
attributable to differences in variables not studied such as
state statutes, political and/or historical tradition.
3. Total Enrollment
The universities studied had the following enrollment
configuration:
54
Students
Absolute Relative
Frequency Frequency (POT)
0 to 10,000 (Small
)
23 28.8
10,001 to 15,000 (Small to Medium) 9 11.3
15,001 to 20,000 (Medium) 13 16.2
20,001 to 30,000 (Medium to Large) 18 22.5
30,001 and up (Large) 17 21.2
80 100.0
It is worth noting that 28.8 percent of the institutions
responding had less than 10,000 students. However, over
sixty percent had enrollments over 15,000 and 43.7 percent
had over 20,000 students.
4. Total University Educational and General Budget
The educational and general (E & G) budget of an educational
institution normally includes all funds from all sources
that are utilized in supporting current operations exclusive
of capital expenditures and expenditures related to auxiliary
services (housing, food service, bookstores, etc.). The
universities studied were classified by size of educational
and general budget with the following outcome:
Absolute Rel ative
E & G Budget Frequency Frequency (POT)
Missing Data 3 3.7
$0 to $10,000,000 4 5.0
$10,000,001 to $25,000,000 11 13.7
$25,000,001 to $50,000,000 14 17.5
$50,000,001 to $100,000,000 23 28.8
$100,000,001 and up 25
80
31.2
100.0
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Although five percent of the universities responding had
E & G budgets of less than $10,000,000 the majority of the
institutions studied had E & G budgets for FY 1977 of over
$50,000,000.
5. Expenditure Per Student
The educational and general expenditure per student has
traditionally been utilized as a comparative measure of cost
and level of resource support for educational purposes.
The educational and general budgets in FY 1977 were divided
by the enrollments presented to produce the following
resul ts:
Expenditure Per Student
Missing Data
$0 to $2,000
$2,001 to $2,500
$2,501 to $3,000
$3,001 to $3,500
$3,501 to $4,000
$4,001 and up
Absolute Relative
Frequency Frequency (Pet)
3 3.7
4 5.0
11 13.7
14 17.5
9 11.2
6 7.5
33 41.3
80 100.0
Although four institutions reported that they expended less
than $2,000 per year per student for educational and general
purposes, over sixty percent of those responding indicated
expenditures per student in excess of $3,000 per year in FY 1977.
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Jotal University Educational and General Appropriation
Because the institutions studied were state supported, it
was thought to be appropriate to examine the appropriation
from the state legislatures as well as the expenditures of
the universities. A study of the appropriation for educational
and general purposes (excludes capital appropriation) revealed
the following:
E & G Appropration
Missing Data
$0 to $5,000,000
$5,000,001 to $10,000,000
$10,000,001 to $25,000,000
$25,000,001 to $50,000,000
$50,000,001 to $100,000,000
$100,000,001 and up
Although ten institutions responding received less than
$10,000,000 from their state legislatures, nearly two thirds
of the universities included 1n this study received
$25,000,000 or more from appropriation by the state
1 egislatures.
Absolute
Frequency
Relative
Frequency (Pet)
2 2.5
6 7.5
4 5.0
15 18.8
22 27.5
20 25.0
11 13.7
80 100.0
7. Percentage of Budget Coming From Appropriation
{Appropriation/Budget)
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For each of the institutions studied the educational and
general budget (Item 4) was compared with the state
appropriation for educational and general expenses (Item 6
above) in order to determine the percentage of state support
for each university. This ratio can be utilized to compare
state support from one institution to another. The results
of this analysis follows:
Percentage of Absolute Relative
State Support Frequency Frequency (Pet)
Missing Data 3 3,7
0 to 40 - Very Low 11 13.7
41 to 54 - Low 17 21.2
55 to 70 - Moderate 27 33.7
71 to 85 - High 13 16.2
86 to 100 - Very High 9 11.2
80 100.0
The data collected from the eighty universities studied
indicates that 55 percent of the budgeted educational and
general funds in FY 1977 were derived from state appropriation.
The balance of the funds came from tuition, federal grants,
trust funds, private donations, etc. Although 13.7 percent
(11) of the universities studied had a very low level of
support from the state, 11.2 percent (9) of those studied
had
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between 86 to 100 percent support for the educational and
general budget from the state. This level of state support
has been utilized in examining other variables related to
the use of auxiliary corporations at the institutions studied.
8. Appropriation Per Student
The appropriation per student has been accepted as one
standard to compare the public support of one institution
with another. The total educational and general appropriation
for each institution was divided by the total enrollment
submitted by each university and the universities were
categorized accordingly. The results are displayed below:
Appropriation Per
Student
Absolute
Frequency
Relative
Frequency (f
Missing Data 2 2.5
$0 to $1,500 15 18.8
$1,501 to $2,000 17 21.2
$2,001 to $2,500 19 23.8
$2,501 to $3,000 6 7.5
$3,001 and up 21 26.2
80 100.0
The data collected indicated that the states appropriated
approximately $2,400 per student in FY 1977 for all institutions
combined. It should be noted that forty percent of the
institutions studied received less than $2,000 per year per
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student from the appropriation source, whereas, 26.2 percent
received over $3,000. Although this indicates a general
level of state support any specific comparisons must be made
with care because some states allow the institutions to retain
the tuition paid by the students, whereas, the actual
appropriation by other states may be higher but all tuition
income is deposited as general revenue to the state. For the
purpose of this analysis this variation has been disregarded.
The data displayed above again point, out the fact that these
major universities expend much more in the educational and
general budgets than that which is appropriated for that
purpose. As indicated only 26.2 percent of the intitutions
studied received an appropriation of over $3,000 per student,
whereas, sixty percent of all institutions studied expended
over $3,000 per student within the educational and general
budget.
9. Historically Black Universities
The membership of NASULGC includes institutions that have
been referred to by that organization as "historically black"
universities (created by the Second Morrill Act of 1890).
These universities were identified in the study and their
characteristics were examined as well as the corporations
located at those institutions. Of the eighty universities
studied, nine or 11.2 percent were designated as historically
black. As expected, these universities are primarily located
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in the South Atlantic, East South Central, and West South
Central Regions of the United States. It is recognized that
other variables such as size, appropriation per student, etc.
could be influencing the variation between the historically
black universities, however, their characteristics were
analyzed in an attempt to isolate any uniqueness in relation
to the utilization of auxiliary corporations.
B. Util ization of Auxiliary Corporations
Each of the chief fiscal officers of the major state universities
contacted was asked to identify by name the auxiliary corporations
affiliated with their institution, to provide the name of the individual
responsible for the operation of each corporation, and to give their
opinion concerning past and future utilization of these corporations
in support of the university. This information was requested in an
attempt to:
1. Determine the degree to which auxiliary corporations
were presently being utilized.
2. Study the increase in utilization over the past five
years.
3. Gain some insight into whether universities intend to
rely more heavily on these legal entities in the future.
The following is an analysis of the data related to the above taking
into consideration the characteristics of the universities previously
outl ined.
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1. Number of Corporations Presently Existing
The chief fiscal officers responding indicated that
there were 258 auxiliary corporations (mean of 3.2 per
university) affiliated with the eighty universities. The
following indicates the number of corporations existing
at the universities studied:
Number of Corporations
Absolute
Frequency
None 8
1 to 3 43
4 to 6 17
7 to 10 7
11 to 15 4
16 or more 1
80
Relative
Frequency (Pet)
10.0
53.7
21.2
8.8
5.0
1.2
100.0
Ten percent of the universities indicated that there were
no non-profit tax-exempt corporations affiliated with
their institutions. Over half of the universities indicated
that they had between one and three corporations and five
(6.2%) stated that they had in excess of ten corporations.
The number of corporations was compared with both size of
the university enrollment and educational and general
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budget by chi square analysis in an attempt to determine
if there was any significant relationship between the
size of the university and the utilization of auxiliary
corporations. This analysis seems to indicate that there
are a greater number of corporations at the universities
with larger enrollment and with larger educational and
general budgets. Those universities with corporations were
compared with those that had none in the relationship to
size of enrollment with the following results:
Enrollments
Missing Small to Medium
Data Small Medium Medium to Large Large
0 to 10,001 15,001 20,001 30,001
10,000 15,000 20,000 30,000 and up
No Corporations 07100 0
Corporations 2 16 6 13 18 17
All of the universities with over 15,000 students indicated
that auxiliary corporations existed at their university
which supports the conclusion that the utilization of
auxiliary corporations is much greater at the larger
universities.
A similar relationship was found in comparing univ-
ersities with no corporations and those that had one or
more to the educational and general budgets. Of those
universities with no corporations, 75% had educational and
general budgets of $25,000,000 or less, whereas, 83.3% of
those universities with corporations had educational and
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general budgets of $25,000,000 or more.
Ch1 square analysis was also utilized to determine
whether there was a significant relationship between the
expenditure per student within the educational and general
budget of the universities and the numbers of corporations
existing at those universities. There seems to be no
statistical significance to this relationship; although it
is not possible to state that auxiliary corporations do not
contribute to this difference in expenditure per student.
It is recognized that there are many other variables
influencing the degree to which the states support the
universities, however, there seems to be no significant
relationship between the existence or number of auxiliary
corporations and the percentage of the educational and
general budget coming from the state or the appropriation
per student.
The relationship of historically black university to the
number of corporations utilized was examined with the
following results:
Number of Corporations
None 1 to 3 4 to 6 7 or more
Historical Black 4 5 0 0 9
Other 4 38 17 12 71
8 43 17 12 80
Chi Square = 15.71354 with 5 degrees of freedom
Significance = .0077.
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44.4% of the historically black universities studied
indicated that they had no auxiliary corporations,
whereas, only 5.6% of the other universities indicated the
absence of auxiliary corporations. All the historically
black universities had less than 10,000 students enrolled,
therefore, the universities with less than 10,000 students
were isolated in order to study the existence of auxiliary
corporations at historically black universities with
others of approximately the same size. This analysis
resulted in the following discoveries.
1. Historically black universities represented 39%
of the institutions with less than 10,000 students
enrolled, however,
2. Historically black universities accounted for
57% of those without corporations, and,
3. Historically black universities accounted for
64% of those with one or no corporations.
No historically black university had more than one
corporation affiliated with the institution, however, 40.8%
of the other universities indicated they had created four
or more. It is recognized that other variables such as
legislative influence, appropriation per student, etc. could
be influencing these differences, however, the data seem to
indicate that there is much less corporation activity at
the historically black universities.
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2. Corporation Utilization Over Past Five Years
The chief fiscal officers contacted were asked if the
number of auxiliary corporations affiliated with their
university over the past five years had; (a)
-Increased
(b) Stayed the same (c) Decreased? Of the universities
responding and indicating that they had at least one
auxiliary corporation, over one-fourth (26.9%) indicated
that the number of corporations had increased over the past
five years. 68.1 percent stated that the number had stayed
the same and five percent indicated that the number of
corporations had actually declined.
Over one-third (35%) of those universities with
educational and general budgets of over $50,000,000 indicated
that they increased the number of auxiliary corporations
over the past five years, whereas, only ten percent of
those universities with educational and general budgets
under $50,000,000 indicated an increase in the same
period of time. Although it might be expected that those
universities that had a lower appropriation per student
would be increasing the number of auxiliary corporations
at a greater rate in order to develop resources, the data did
not indicate any significant relationship between increasing
the number of corporations over the past five years and the
level of state support as indicated by the appropriation
per student. There also did not appear to be any
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significant relationship between the number of corporations
created in the past five years and the expenditure per
student of the universities studied. No historically black
universities have increased the number of corporations
over the past five years.
When asked what share of the total dollars available
to their universities were furnished by the auxiliary
corporations over the past five years, the chief fiscal
officers with corporations responded as follows:
Absolute
Frequency
Relative
Frequency
Greater 37 51.0
Stayed the Same 28 39.0
Smaller 7 10.0
72 100.0
Although only 26.9 percent of the universities stated
that the numbers of corporations increased over the past
five years, over half (51%) of the universities indicated
that the auxiliary corporations furnished a greater share
of the dollars available to the university over that period
of time. The greatest number (49) of universities studied
indicated that the number of corporations stayed the same,
however, the greatest number (37) of universities indicated
that those corporations furnished a greater share of the
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resources available to the university. Although it was
expected that universities with a lower appropriation per
student would be those that had a greater share of their
resources coming from the auxiliary corporation, the data
did not support that conclusion because chi square analysis
of the relationship of those two variables indicated very
little significance. The same was found to be true in
comparing use of corporations over the past five years and
the educational and general expenditures per student as well
as the percentage of the educational and general budget
coming from appropration.
3 . Projected Utilization
The future utilization of auxiliary corporations was
examined by asking the chief fiscal officers of the major
public universities if their institutions would be using
the private tax-exempt corporation to a greater extent in
resource development in the next five years. Forty-three
(53.7%) responded that they expected greater use for this
purpose although twenty percent stated that they did not
know. As expected those universities with the greater
number of corporations anticipated that they would utilize
their corporations to a greater extent than those with fewer
corporations.
The universities with the following characteristics
were expecting significantly greater utilization of auxiliary
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corporations in the next five years:
1 . Universities with the lowest educational and
expenditures per student—below $2500
( 73,3%)
.
2 . Medium-sized universities with educational and
9?"eral budgets of $25,000,000 to $100,000,000
3. Medium-sized universities with educational and
general appropriations of $25,000,000 to $100,000,000
4. Universities with the highest appropriation per
student—$3,000 and up (66.7%).
5. Universities with high to very high percentage (71
to 100%) of the educational and general budgets
coming from state appropriation (68.2%).
The chief fiscal officers were also requested to respond
to whether their institution anticipated creating new
corporations in the next fiscal year. Fifty-one (63.8%)
stated that they did not expect to be creating new corpora-
tions in the next fiscal year, whereas, five (6.3%) said
they would be creating new corporations in the next fiscal
year, and seventeen (21.2%) indicated that they didn't
know. 27.3 percent of the universities with more than six
auxiliary corporations already in existence indicated that
they would be creating new corporations in the next fiscal
year. No historically black universities intended to create
new corporations in the next fiscal year.
C. Fiscal Relationship of Universities to Corporations
Although the study was designed to primarily uncover the
extent to which the major universities are using the
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auxiliary corporations and the financial characteristics
of these legal entities, the fiscal relationship between
the university and corporation was examined in an attempt
to better understand the utilization of these satellite
organizations. The chief fiscal officers of the universities
were asked several questions designed to define that
relationship.
1. University Relationship to Corporation Budget
It has been stated that the auxiliary corporation is a
separately incorporated legal entity, however, it exists
because of the university and to support the objectives
of the university. One method of controlling the
activities of any corporation is through the budget
process. In order to uncover the role of the university
administration in the auxiliary corporation budget
process, the following question was asked the chief
fiscal officers of the universities studied:
Which of the terms listed below best describes
the predominant relationship of the University
Administration to the budgets of the auxiliary
corporations?
a. Develops:- corporations budgets
b. Reviews corporation budgets
c. Approves corporation budgets
d. Submits requests for support for
inclusion in corporation budgets.
e. None of the above.
The following is an analysis of the responses to the
above question:
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Absolute
Corpordtion Budget Frequency
Rel ative
Frequency (Pet)
No Corporations
Deyel ops
Reviews
Approves
Submits Requests
None of the above
8 10.0
4 5.0
12 15.0
11 13.7
24 30.0
21 26.3
80 100.0
Although over a quarter of the chief fiscal officers
indicated that none of the alternatives listed re-
presented the predominant relationship of the university
administration to the corporation budget process, over
seventy percent (71.0%) of the university administrations
with corporations had a degree of direct involvement
in that process.
The chief fiscal officers were asked if the
corporation budgets included general support or
reimbursement of expenses to the university. Ninety-
six percent of the chief fiscal officers at universities
with auxiliary corporations responded that this budget
relationship existed. However, when asked if these
funds were included in the educational and general budget
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of the university the following responses were given:
Corporation Support or
Reimbursement Included
in Univ. E & G Budqet
Absolute
Frequency
Relative
Freoiipnrv fPrfl
No Corporations 8 10.0
No University Support in
Corporation Budgets 3 3.7
Yes 19 23.8
Partially 14 17.9
No 36 45.0
Although nearly all (96%) universities with auxiliary
corporations had university support or reimbursement
for expenses included in corporation budgets, half
of those universities (36 of 72) did not include any of
those support funds in the educational and general budget
of the university.
2. Fiscal Administration and Reporting of Corporations
by Universities
Half (50.0%) of the universities with corporations
indicated that the administration partially maintained
the accounts of the corporations which indicates a
significant degree of direct involvement in the
corporation activities by the university administrations.
Over one-fourth (26.4%) of the universities with
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corporations reported that the same auditing agency
audited a11 or some of the corporation activity on the
campus. However, if the corporation maintained the
accounts, the corporation utilized a separate auditing
firm in 88.9 percent of the cases. When the admini-
stration is more involved with the corporation budget
process, it is much more likely that the same auditing
agency is utilized to audit the university and the
corporation.
The audited financial statements of the corporations
became a part of the annual financial statements of less
than one-fourth (22.22) of those universities with
corporations. A comparison of the relationship between
the involvement of the university administration in the
corporation budget process and whether the financial
statements of the corporations became a part of the
annual financial statements of the universities with
corporations revealed the following:
University Involvement in
Corporation Budget Process
Approves Corporation Budget
Develops Corporation Budget
Reviews Corporation Budget
Submits Requests
None of the Above
Included in University
Annual Financial Statements
Yes (2) No (%)
8 (72.7) 3 (27.3)
2 (50.0) 2 (50.0)
4 (33.3) 8 (66.7)
1 ( 4.2) 23 (95.8)
1 ( 4.8) 20 (95.2)
IZZTZT 56 (77.8)16
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An analysis of the above seems to support the conclusion
that the more involved the administration is in the
budget process of the corporations, the more likely it
is for the university to include the audited financial
statements of the corporation with the financial state-
ments of the university.
37.5% of the universities with auxiliary corpora-
tions indicated that information concerning all or some
of the corporations is included in the management in-
formation system of the university.
3. Impact of Corporation Resources on University State
Appropriation
A major concern of administrators in public higher
education in relation to the utilization of auxiliary
corporations and the development of private funds has
been the fear that any success in the development of
private resources through the use of auxiliary
corporations would be offset by a reduction in the state
appropriation. Many administrators have not sought
significant private funding because they have assumed
that the politicians would withdraw some measure of
state support if private funding became available.
Are appropriations being influenced by the availability
of private resources?
The chief fiscal officers were first asked if their
universities were required to expose the resources of
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the auxiliary corporations when submitting budget
requests. Nine (12.5%) universities with auxiliary
corporations reported that they in fact had to expose
the resources of the corporations in the budget process
and sixty- three (87.5%) did not. The results of chi
square analysis of this variable with other variables
that have been examined thus far seem to imply the
following:
a. There are fewer auxiliary corporations existing
at universities where the resources of the
corporations are required to be exposed in the
budget process.
b. There is no significant difference in appropria-
tion per student at universities where the
resources of the corporations are required and
universities where the resources of the corporation
are not required to be exposed in the budget
process.
c. There is no significant difference in percentage
of the budget of the university from appropriation
where the resources of the corporations are
required as compared to where the resources of
the corporations are not required to be exposed
in the budget process.
The chief fiscal officers were also asked if in their
opinions the state legislature took into consideration
the resources of the auxiliary corporations in determin-
ing the appropriation for the university. Again, nine
(12.5%) of the chief fiscal officers of the universities
with corporations responded that in their opinions, the
state legislatures did take into consideration the
resources of the corporation in determining the
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appropriation and sixty-three (87.5%) indicated they
did not.
The- results of chi square analysis again
indicates:
1. There are fewer corporations at those
universities where the chief fiscal officers
indicated that the state legislature takes
into consideration the resources of the auxiliary
corporation in determining the appropriation.
2 . There seems to be little evidence that the
appropriations per student or the percentage of
the educational and general budget coming from
the appropriation is significantly different
at those universities where the chief fiscal
officer has stated that the legislature has
taken into consideration the resources of the
corporations in determining the appropriation
in comparison with those universities where the
chief fiscal officer indicated that the
legislature was not concerned.
D • Characteristics of Corporations Studied
After each chief fiscal officer of the public universities
studied returned the original request listing the name of
each auxiliary corporation and the persons primarily
responsible for the operation of that corporation, a detailed
questionnaire was forwarded to each of the corporations.
The questionnaire was forwarded to 258 corporations with a
sixty percent return after two follow-up letters. Although
154 corporations returned the questionnaire, four were
discarded for lack of appropriate data and a computer file
containing 150 corporations was created to permit a detailed
statistical analysis. The general and fiscal characteristics
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of the entire sample were studied by analyzing the questions
designed to address those characteristics.
1. General Characteristics
In an attempt to categorize each corporation by type,
the operating officer of each corporation was asked if
one or more of the purposes listed below were included
in the articles of incorporation of the corporation. It
was found that sixty-four percent of the corporations
had several purposes as evidenced by the multiple
responses to the question.
Purposes Mentioned In Absolute Relative
Articles of Incorporation Frequency Frequency (Pet)
Endowment of Chairs 30 20.0
Lectureships 33 22.0
Faculty fellowships 30 20.0
Student financial aid 52 34.7
Capital facilities 44 29.3
Equipment 39 26.0
Support research 56 27.3
Community service projects 21 14.0
Sale of products and services 40 26.7
Operation of university
facil ities 22 14.7
Acquisition and/or development
of real estate 45 30.0
Other 81 54.0
The response as to which of the items listed below best
described how the corporation was presently being
utilized was taken into consideration in determining the
type of corporation. An analysis of those responses
is
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presented for informational purposes:
Description of Use Absolute Relative
Of Corporation Frequency Frequency (Pet)
Fund raising for the
university 57 38.0
Provides auxiliary services
to university students
and/or staff 23 15.3
Provides publishing outlet
for students and/or staff 3 2.0
Coordinates and/or conducts
research 11 7.3
Produces student newspaper 2 1.3
Operates an enterprise utilized
as a student laboratory 1 .7
Provides support for ahtletics 5 3.3
Other 48 32.0
I50 100.0
When asked as to which of the three traditional functions
of the university the corporation support is the chief
operating officers of the-corporations responded:
Function
Absolute
Frequency
Relative
Frequency (Pet)
Teaching 49 32.7
Research 28 18.3
Community service 53 35.3
None of the above 20 13.3
150 100.0
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a. Type
Based upon an analysis of all the responses to
the questions, the name of the corporation, and
the comments included with the questionnaire,
each corporation was given a designation by type
with the following results:
Absolute Relative
Type of Corporation Frequency Frequency (Pet)
1. General (Foundations) 45 30.0
2. Research Related 17 11.3
3. Alumni Support 15 10.0
4. Support of Individual School s 10 6.7
5. Auxiliary Services (General) 10 6.7
6. Real Estate 7 4.7
7. Athletic Support 6 4.0
8. Support of Specialized
2.7Activities 4
9. Student Publications 4 2.7
10. Housing 4 2.7
11. Bookstores 3 2.0
12. Health Related 5 3.3
13. Faculty Club 2 1.3
14. Investments 6 4.0
15. 4-H Foundations 2 1.3
16. Miscellaneous 10 6 .
7
150 100.0
Each of the types of corporations was analyzed and
the characteristics have been presented by type in
Section F of this chapter.
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b. Creation of Corporation
In an attempt to determine who was involved in
the creation of the corporation, the chief
operating officer of the corporation was asked
what group associated with the university was
primarily responsible for initiating action that
led to the establishment of the corporation,
that is, was it the "brain-child" of which group
associated with the university? The following
summarizes the responses to that question.
Who Created the Corporation
Absolute
Frequency
Relative
Frequency (Pet)
Trustees 11 7.3
Alumni 38 25.3
Administration 51 34.0
Faculty 11 7.3
Students 5 3.3
Friends 10 6.7
Other 21 14.0
Don't Know 3 2.0
150 100.0
An attempt was made to further distinguish between
the originator of the idea for the creation of
the corporation and the group actually involved
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in its legal creation. The following summarizes
the responses to the question, who actually
appointed and/or elected the original
incorporators of the auxiliary corporations?
Who Elected Incorporators
Trustees
Alumni
Administration
Faculty
Students
Friends
Other
Don't Know
Absolute
Frequency
Relative
Frequency (Pet)
23 15.3
37 24.7
37 24.7
7 4.7
2 1.3
18 12.0
22 14.7
4 2.7
100.0
The information indicates that although the
administration, faculty and students (inside
groups) were more likely to come up with the
idea for the creation of the corporation; the
trustees, alumni, and friends (outside groups)
were more likely to be involved in the actual
legal creation of the corporation.
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c. Leadership of Corporations
The membership of the boards of directors of
the 150 corporations were examined with the
following results:
Groups Represented
Absolute
Frequency
Relative
Frequency (Pet)
Trustees 47 31.3
Alumni 80 53.3
Administrators 90 60.0
Facul ty 58 38.7
Students 38 25.3
Friends 71 47.3
Other 25 16.7
Administrators, alumni, and friends were more
likely to be represented on the boards of
directors than faculty, trustees, or students.
The president of the university was found to be
a director of the corporation in 48.7 percent of
the cases, and the chief fiscal officer of the
university was a director of 28.7 percent of
the corporations. Of those corporations that
had friends of the university on the boards of
directors, over one-fourth of the "friends"
resided outside the state.
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The chief operating officers of forty percent
of the corporations were fully paid employees of
the university. One-third of the corporations
had fully paid employees of the corporations as
chief operating officers. 14.7 percent of the
corporations had volunteers (not paid) as chief
operating officers, and twelve percent of the
corporation's chief operating officers were paid
by both the university and the corporation. In
fifty-six percent of the cases the corporation's
chief operating officer held a university title.
The chief administrative officer of the
corporation was asked to indicate who served as
the chief fiscal officer of the corporation.
The responses were summarized as follows;
Chief Fiscal Officer
Of Corporation
Absolute Relative
Frequency Frequency (Pet)
Missing Data
Chief Administrative officer
of Corporation
Chief fiscal officer of
university
Full-time employee of
corporation
Full-time employee of
university other than chief
fiscal officer of university
Part-time employee of corporation
Part-time employee of university
Volunteer
Other
4 2.7
34 22.7
27 18.0
27 18.0
19 12.7
8 5.3
1 .7
21 14.0
9 6.0
150 100.0
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It is interesting to note that the chief fiscal
officers of the universities served as chief
fiscal officers of eighteen percent of the
corporations.
d. Employees
The number of employees per corporation was
obtained and that Information summarized below:
Absolute Rel ative
Number of Employees Frequency Frequency (Pet)
None 39 26..0
1 to 5 47 31.,3
6 to 10 13 8.,7
11 to 25 24 16,,0
26 to 50 9 6..0
51 to 100 10 6,.7
101 or more 8 5,.3
150 100,.0
Although over a quarter of the corporations
had no employees eighteen percent had over
twenty-five employees. Corporations that are
organized to support schools within the
university, that are involved in real estate
transactions for the university, and that are
utilized to hold other investments for the
university are much less likely to have employees
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than other types of corporations. Auxiliary
service corporations are more likely to have
large numbers of employees. Of those
corporations with paid employees, seventeen
percent indicated that their salary level was
not equal to the university, eighty-one percent
indicated that the salary level was equal to the
university and two percent (health related)
stated that the corporation salary level was
greater than the university salary level. Those
corporations that indicated a lower salary
scale than the university were primarily involved
in auxiliary services, housing, and faculty
clubs. Seventy-five percent of the corporations
with paid employees indicated that their
employees fringe benefits were equal to the
university fringe benefits, twenty percent
indicated they were less than, and five percent
indicated that they had better fringe benefits
than university employees. Only four corporations
(2.7%) indicated that they employed faculty to
teach at the university. Nineteen corporations
(12.7%) stated that some employees were unionized
as compared to eighty-five (56.7%) stating that
some employees of their universities were
85
unionized. Administrators of two corporations
were unionized, clerical employees of seven
corporations were unionized, and maintenance
and custodial employees of twelve corporations
were unionized.
2. Fiscal Characteristics
Financial information was requested from the chief
operating officer of each corporation using a format
which resembles IRS Form 990 which must be filed each
year by the corporations examined in order for the
corporation to retain its tax exempt status. Although
there are many who would argue that the form needs to be
modified to permit proper financial reporting, the use
of the form enabled the information to be supplied in a
standard manner and without requiring numerous
calculations before completing the questionnaire. Based
upon the time the information was requested and the fact
that the fiscal year of the great majority of corpora-
tions ends on June 30, it is assumed that the financial
information presented refers primarily to fiscal year
1976.
Although the financial information presented in
this section is general in nature because it is a
composite of all corporations studied, it does present
an overall view of the amount of corporate financial
activity.
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More specific financial information relating to each type of
corporation is contained in Section E of this chapter, and the
following information can be utilized for comparison purposes when
analyzing the corporations by type. Table 1 (Appendix M) contains
a complete display of the financial data related to all the various
types of corporations as well as the composite fiscal characteristics
of all corporations.
a . Revenue
1. Gross Sales and Receipts--The following summary table
indicates the total receipts of the auxiliary corporations
including total proceeds from the sale of securities.
investments and other assets before deducting the cost of
goods sold or the cost of the securities or other assets.
Absolute Relative
Gross Sales and Receipts Frequency Frequency (Pet)
Missing Data 43 28.7
None 2 1.3
$1 - $50,000 25 16.7
$50,001 - $250,000 23 15.3
$250,001 - $500,000 18 12.0
$500,001 - $1,000,000 11 7.3
$1,000,001 - $5,000,000 21 14.0
$5,000,001 and up 7 4.7
IM 100.0
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The gross sales and receipts indicated above included income
from the sale of goods and services, interest, dividends,
rents, and royalties, as well as the sale of assets. The
amount received from each source can be found in Appendix
M.
2 . Total Gross Income--Th1s amount is the result of combining
the net amount from sales and receipts from the sources
indicated in the previous section with gross dues and
assessments and gross contributions, gifts, and grants.
The amounts suranarized below represent the income available
for the exempt purpose{s) of the corporations that furnished
the financial data.
Total Gross Income
Absolute Relative
Frequency Frequency (Pet)
$1 - $50,000 20
23
28
21
8
6
18.9
21.7
26.4
19.8
7.5
5.7
$50,001 - $250,000
$250,001 - $1,000,000
$1,000,001 - $3,000,000
$3,000,001 - $10,000,000
$10,000,001 and up
106 100.
Q
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The total gross income is comprised of the following three
items:
a. Net Income from Sales Absolute Relative
and Receipts Frequency Frequency (Pet)
Loss 1 1.0
None 3 3.1
$1 - $50,000 30 30.9
$50,001 - $100,000 9 9.3
$100,001 - $500,000 28 28.9
$500,001 -$1,000,000 9 9.3
$1,000,001 -$3,000,000 12 12.3
$3,000,001 and up 5 5.2
97 100.0
b. Gross Income from Absol ute Relative
Dues and Assessments Frequency Frequency (Pet)
None 26 56.5
$1 - $10,000 3 6.5
$10,001 - $25,000 4 8.7
$25,001 - $50,000 3 6.5
$50,001 - $100,000 5 10.8
$100,001 - $250,000 3 6.5
$250,001 and up 2 4.5
“46 lOOTO
c. Gross Contributions, Absolute Relative
Gifts and Grants Frequency Frequency (Pet)
None 11 11.9
$1 - $10,000 12 13.0
$10,001 - $100,000 17 18.5
$100,001 - $1,000,000 27 29.3
$1,000,001 - $3,000,000 15 16.3
$3,000,001 - $10,000,000 7 7.7
$10,000,001 and up 3 3.3
92 100.0
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3. Gross Rece1pts-This amount shown on IRS Form 990 is
not based on an accounting concept, but merely represents
the total cash received during the year as shown on the
bank statement. It is a measure of the size of operation
of the corporation and is obtained by adding gross sales
and receipts; gross income from dues; and gross income
from contributions, gifts and grants. The information
obtained from these corporations completing this section
of the questionnaire revealed the following;
Gross Receipts
Absolute Relative
Frequency Frequency (Pet)
None
$1 - $50,000
$50,001 - $250,000
$250,001 - $500,000
$500,001 - $1,000,000
$1,000,001 - $5,000,000
$5,000,001 and up
1 .9
13 12.3
23 21.7
14 13.2
13 12.3
28 26.4
14 13.2
106 100.0
It is interesting to note that nearly forty percent of
the corporations studied had over $1,000,000 in gross
receipts in FY 1976.
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b. Disbursement for Exempt Purposes
Although a non-profit corporation can retain income each year
for various future activities to support the purpose for which
incorporated, the internal revenue service monitors this
situation to prevent non-profit corporations from merely existing
to accumulate resources. The data summarized below represents
the amount of dollars each corporation actually disbursed for
its tax exempt purpose(s).
Disbursement for Absolute Relative
Exempt Purposes Frequency Frequency (Pet)
None 6 7.4
$1 - $50,000 17 21.0
$50,001 - $100,000 11 13.6
$100,001 - $500,000 21 25.9
$500,001 - $1,000,000 7 8.7
$1,000,001 - $3,000,000 13 16.0
$3,000,001 and up 6 7.4
81 100.0
c. Excess of Receipts over Expenses
—
'Although non-profit corpora-
tions are not in the business of making a profit, the
"profitability" of the auxiliary corporations can be analyzed
by examining the annual surplus created by the excess of
receipts over expenses and disbursements. The financial data
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returned by the auxiliary corporations has been summarized and
results in the following:
Excess of Receipts Absolute Relative
Over Expenses Frequency Frequency (PC
Deficit 18 16.5
Break Even 4 3.7
$1 - $50,000 31 28.4
$50,001 - $100,000 32 29.4
$100,001 - $500,000 12 11.0
$500,001 - $1,000,000 8 7.3
$1,000,001 - $3,000,000 4 8.7
109 100.0
The information indicates that nearly sixty percent of the
auxiliary corporations had a surplus of between one dollar and
$100,000 whereas approximately twenty percent recorded operating
deficits or broke even and slightly over twenty percent had
surpluses in excess of $500,000 for FY 1976. The general
university foundation accounted for two-thirds of the corporations
with surpluses in excess of $500,000.
d. Financial Position
The financial position of the auxiliary corporations can be
examined in general by analyzing the asset, liability, and net
worth values indicated on the IRS Form 990, although the
liabilities and net worth of a non profit corporation would have
to be individually examined in order to conduct any accurate
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comparisons of corporation financial positions. For the
purpose of studying the general financial characteristics of
auxiliary corporations, the financial data presented are
considered to be adequate. The corporations presented the values
at the beginning of the fiscal year and the ending of the year
for assets, liabilities, and net worth. For the purpose of
exposing the latest financial characteristics only the ending
values are presented below.
Absolute Relative
Ending Assets Frequency Frequency (PCT)
$1 - :$50,000 17 14.9
$50,001 - $250,000 16 14.0
$250,001 - $1,000,000 24 21.0
$1,000,001 - $3,000,000 23 20.2
$3,000,001 - $10,000,000 23 20.2
$10,000,001 - and up 11 9.7
II4 100.0
Although the general university foundation represents thirty
percent of the corporations studied, it represents nearly
fifty percent (47.42) of those corporations with assets of
over $1,000,000 and nearly sixty percent (58.52) of those
with over $3,000,000 In FY 1976.
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Ending Liabil
Absolute Rel ative
ities Frequency Frequency (PCT)
None 9 9.4
$1 - $50,000 30 31.2
$50,001 - $250,000 17 17.7
$250,001 - $1,000,000 19 19.8
$1,000,001 - $3,000,000 12 12.5
$3,000,001 - $10,000,000 5 5.2
$10,000,001 - and up 4 4.2
96 100.0
It is interesting to note that nearly' ten percent of the
corporations responding indicated that they had no liabilities
(includes: current payables as well as long term debt) which
is not uncommon with non-profit corporations.
Absolute Rel ati'
Ending Net Worth
Excess of Liabilities
Frequency Frequency
over assets 4 3.4
None 6 5.2
$1 - $50,000 21 18.1
$50,001 - $250,000 10 8.6
$250,001 - $1,000,000 28 24.2
$1,000,001 - $3,000,000 23 19.8
$3,000,001 - $10,000,000 18 15.5
$10,000,001 - and up 6 5.2
TT6 100.0
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e.
As stated earlier, the general university foundation represents
thirty percent of the corporations studied, however, the
foundation accounts for over fifty percent (51. 5X) of those
corporations with a net worth of over $1,000,000 and two-thirds
of those with over $3,000,000 in net worth. It is Interesting
to note that fifty percent of those corporations indicating
greater liabilities than assets were corporations utilized in
auxiliary services. Twenty-five percent of the auxiliary service
corporations (two out of eight funishing financial information)
indicated greater liabilities than assets.
Unrelated Business Activity— If tax-exempt corporations
participate in business activity that 1s unrelated to their tax-
exempt purpo^ses, they are required to inform the Internal
Revenue Service (IRS Form 990-T} each year and are required to
pay taxes on that amount. Of the 112 corporations furnishing
the financial information, forty-nine or nearly forty-four per-
cent indicated that they had participated in unrelated business
activities in FY 1976 and filed an IRS Form 990-T. Of those
auxiliary corporations responding, the following types were more
likely to be involved in unrelated business activity as indicated
by their filing of the IRS Form 990-T.
Corporations Supporting Individual
Schools Within the University
Auxiliary Service Corporations
Real Estate Corporations
Corporations Supporting Athletics
Bookstore Corporations
Health Related Corporations
100%
56%
71%
80%
100%
67%
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The tax-exempt non profit corporation could theoretically
become indirectly involved in unrelated business activity by
owning or controlling the majority interest in a business
corporation which would pay taxes before distributing a return
to ownership. The income to the tax-exempt corporation (owner)
would be similar to that of any other income received from
investments. This concept was explored and it was found that
five (3.3%) corporations indicated that they did in fact own
the majority of stock in a business corporation. Three were
owned by a research related corporation, and one was owned by
a corporation created to support athletics.
Grants Rece1ved--Qn1y eight percent (12) of the auxiliary
corporations studied indicated that they had received a grant
from the state during the fiscal year in which the financial
data presented applied. Thirty-five percent of the corporations
involved 1n research received grants from the state which
accounts for half of the corporations receiving grants from the
state. Eleven of the auxiliary corporations studied received
federal grants during the same period. Of this number 63.6
percent were research related corporations. Forty-six of the
corporations (30.72) indicated that they had received grants
from private foundations during the year in question. Although
the genera! university foundation represents thirty percent of
the corporations studied, it accounted for 56.52 of those
corporations receiving grants from private foundations.
Nearly
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sixty (57.8) percent of the university foundations received
grants from private foundations. 47.1% of the research related
corporations received grants from private foundations,
g. Gifts Received
Information concerning the types of gift received during the
fiscal year in question was requested and the responses were
summarized as follows:
Type of Gift
Received
Number of
Corporations % of Corporations
Cash 87 58.0
Securities 56 37.3
Suppl ies 14 9.3
Equipment 28 18.7
Real Estate 28 18.7
Other 14 12.0
Listed below are those types of corporations that were more
likely to receive cash gifts.
Types of Corporation % Receiving Cash Gifts
General Foundation 84.4
Alumni Corporation 80.0
Support of Schools with University 90.0
Support of Athletics 83.3
Support of Specialized Activities 75.0
Investment Corporations 83.3
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The following types of corporations were more likely to receive
securities as a gift.
Type of Corporation % Receiving Securities
Gift
General Foundation 73.3
Corporations Supporting Schools
Within University 50.0
Investment Corporations 83.3
The following types of corporations were more likely to receive
equipment as a gift.
Type of Corporation % Receiving Equipment
Gift
General Foundation 37.8
Support of Athletics 33.3
The following types of corporations were more likely to
receive
real estate as a gift.
Type of Corporation % Receiving Real Estate
48.9General Foundation
Investment Corporation 33.3
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Of those corporations that indicated "other" types of gifts,
eight corporations stated that they were donated art objects.
Other items received as gifts during the fiscal year studied
included livestock, automobiles, museum pieces, and oil rights.
Nearly sixty percent (58.1%) of the corporations furnishing the
financial information indicated that they intended to expand
their fund raising activity in the next fiscal year. The
following types of corporations were significantly more likely
to state that they intended to expand their fund raising activity
in the next fiscal year.
Type of Corporation % Intending to Expand
General Foundation 92.1
Support of Athletics 100.0
Support of Specialized
Activities 100.0
h . Involvemerit With Real Estate
It was assumed that one of the primary reasons for creating
private legal entities separate from the university was to hold
title to real estate. The degree to which the auxiliary
corporations were involved with the ownership of real estate
was explored with the following results. Of the 150
corpora-
tions examined, eighty (53.3%) responded to the Inquiry
concern,
ing ownership of real estate, and fifty-five of that
group
(68.6%) indicated that they had real estate
holdings. The
value of those holdings are summarized below:
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Book Value of Real Estate
Absolute Relative
Frequency Frequency (PCT)
$1
$100,001
$500,001
$ 1 , 000,001
$5,000,001
- $ 100,000
- $500,000
- $1,000,000
- $5,000,000
- and up
9 16.4
16 29.1
6 10.9
15 27.2
9 16.4
100.0
Of the fifty-five corporations indicating that they owned
real estate, thirty-two { 58 . 2%) indicated that they paid real
estate taxes on some portion of those holding and twenty-seven
(49,1%) stated that they held real estate for investment
purposes. The types of corporations that hold real estate for
investment purposes are listed below:
Types of Corporations
Absolute
Frequency ()*
Relative
Frequency (PCT)
General Foundations 18 (40.0) 66.7
Research Related 2 (11.8) 7.4
Support of Schools 2 (20.0) 7.4
Real Estate 2 (28.6) 7.4
Support of Athletics 2 (33.3) 7.4
Investment Corporation 1 (16.7) 3.7
27
*Indicates % of that type of Corporation
100.0
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E. Fiscal Relationship of Corporations to University
The auxiliary corporation by its nature exists for the purpose
of supporting the university or a part of the university. The
characteristics outlined in the previous section only describe
the legal entities as they now exist and do not necessarily
clarify the fiscal relationship between the corporation(s) and
the university. This section attempts to examine in general
several aspects of that relationship, however, appropriate
comments will be made concerning the specific types of
corporations.
1. Creation
It was assumed that one of the primary reasons for the
formation of the private auxiliary corporation was for the
purpose of creating operational and fiscal flexibility for
the public university. 81.3 percent of the chief operating
officers of the corporations indicated that that was one
of the reasons for creating the corporation. This was
particularly true with general foundations (91.1%), research
corporations (94.1%), housing corporations (100.0%), and
faculty clubs (100.0%). It is also particularly true for
those corporations that were created by administrators of
the universities (94.1%). Only twenty-three (15.3%)
corporations studied indicated that one of the reasons for
creating the corporations was to limit the legal lability
of the university. However, 30% of the research
corporations.
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25% of the specialized support corporations, 50% of the
student publication corporations, and 40% of the health
related corporations gave this as a reason for the creation
of the corporation. It was interesting to note that over
sixty percent of those corporations that indicated that
limiting the legal liability was a reason for forming the
corporation permitted the chief operating officer of the
corporation to hold a university title. 52.2% of those
corporations concerned with protecting the liability of the
university had the president of the university on the board
of directors of the corporation, and 26.1% had the chief
fiscal officer of the university as a director.
0ne-th1rd of the corporations studied stated that the
university could accomplish the purposes of the corporation
without the corporation. This was particularly true with
research corporations (47,1%), auxiliary service corporations
(66.7%), and corporations to support athletics (83.3%). The
primary reasons for forming a corporation even when not
necessary, centered around the need to get out from under
the "red tape" of the state and being able to conduct
business in a manner not authorized under state statute,
i.e., short term borrowing of operating funds.
In response to the inquiry as to who financed the start-
up costs (legal fees, operating cash, supplies. Initial
fund raising expenses, etc.), the chief operating officers
of the corporations responded as follows:
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Source of Absolute Relative
Start-Up Costs Frequency Frequency (1
University 44 29.2
Private Grant 41 27.3
Loan 2 1.3
Advance of Revenue 4 2.7
Other 42 28.1
Don't Know 17 11.3
TSo 100.0
The "other” category included such sources. as friends,
university patent royalties, alumni association, dues,
individual contributions, commissions on activities, local
businessoien, board of student publications, fee approved by
students, local hospitals, women faculty, and free services
from attorneys.
When the auxiliary corporation was legally formed the
articles of incorporation stipulated that in the event of
dissolution, the assets of the corporation would be
distributed in some predetermined fashion. Seventy-one
percent of the corporations studied indicated that upon
dissolution, the assets of the corporation could be
transferred to the university.^ The following types of
corporations were more likely to convey the assets to
the university upon dissolution of the corporation.
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Type of Corporation
% Transferring
Assets to University
General Foundation
Research Related
Real Estate Related
93.3
88.2
85.7
2. Fiscal Control
Although the auxiliary corporations are independent legal
entities, the universities have generally authorized the
establishment of these organizations for the support of the
goals of the universities. Because the goals of the
universities are varied, the nature of the corporations are
varied but they have one thing in common. They exist for
the support of the university. To insure this continued
support and to monitor the activities of the corporations
in order to coordinate the development of resources for the
university, the administration of the university plays a
role in the control of the corporation. The chief fiscal
officer of the university is normally responsible for the
establishment of appropriate fiscal controls to monitor the
direction of the auxiliary corporation.
In 28.7 percent of the cases, the chief fiscal officer
of the university actually serves on the board of the
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corporation. The chief fiscal officer of the university
is much more likely to serve on the board of directors of
the following type of corporations:
General Foundation
Research
Auxiliary Services
Real Estate
Housing
Faculty Club
44.42
35.3%
60.0%
42.9%
50 . 0%
50 . 0%
Twenty-seven (18.02) of the auxiliary corporations studied
actually utilized the chief fiscal officer of the university
as the chief fiscal officer of the auxiliary corporation.
This was significantly more common in the following types
of corporations:
General Foundations 24.42
Auxi1 iary Services 40.02
Real Estate
^
57.12
Housing 25.02
The auxiliary corporations utilized the firm auditing the
university to audit the corporation in 25.3 percent of the
cases. When the chief fiscal officer -of the university
served as the chief fiscal officer of the corporation, the
corporation utilized the university's audit firm in 40.7
percent of the cases.
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In an attempt to determine the involvement of the
university in the budget process of the corporation, the
chief operating officer was asked the degree to which the
university officially got involved with the corporation
budget. A summarization of the responses is outlined below.
University Involvement with Absolute Relative
Corporation Budget Frequency Frequency (PCT)
Develops 5 3.3
Reviews 28 18.7
Approves 26 17.3
Submits Request for
Corporation to University 35 23.3
None 56 37.3
150 100.0
The results indicate that the university is directly in-
volved 1n varying degrees in the budget process of ninety-
four (62.7®^) of the auxiliary-corporations. When the chief
fiscal officer of the university holds a position on the
board of directors of the corporations, that involvement
increased to 83.7 percent. The chief fiscal officers of
eighty-eight of the corporations studied were employees
of the university. The salaries of nearly forty percent of
these university employees were funded entirely by the
universities, however, twelve percent were entirely funded
by the corporations and 7.3 percent were; funded by both the
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universities and the corporations which indicates a
significant joint relationship.
The actual accounting service for the corporations
were provided by the following:
Relative Frequency (PCI)
Corporation Employee
Volunteers
46.6
8.0
33.4
12.0
University Employee
Contracted Services
It 1s interesting to note that the accounting records for
fifty of the corporations studied were actually maintained by
university employees. The audited financial reports of
twenty percent of the auxiliary corporations are included
with the university's audited financial statements.
3. Fiscal Operations
Although the auxiliary corporations are separate legal
entities the preceding section indicates that the corporation
has become a constituent of the university in many respects
and operates within an "arms-length" in many situations.
The day to day operation of the corporation interfaces
with the business function of the university. This
operational relationship has been briefly examined with
the following results.
As pointed out in the previous section, the accounting
records of the corporations were actually maintained by
university employees in one-third of the cases. When a
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university employee provided this service, the corporations
only reimbursed the university 28% of the time. However,
sixty percent of the corporations indicated that their
budgets did Include funds to reimburse the university for a
variety of services rendered such as util il Hies, custodial
services, copy service, postage, etc. Those corporations
which were much more likely to reimburse the university for
services included:
Type Relative Frequency (PGT)
Aux11 iary Services 90.0
Support of Athletics 83.3
Support of Specialized
Activities 75.0
Student Publications 75.0
Housing 100.0
Bookstores 100.0
As indicated earlier the corporations have been formed to
create operational flexibility for the university.
Recognizing that the coordination of federal grants within
the state structure sometimes places a burden upon the
administration of the university, the possibility of having
the corporation become the agent of the university for this
purpose was explored. An analysis of the results revealed
that 8.7 percent (13) of the corporations indicated that
they in fact were utilized as an agent for the university for
this purpose. As would be expected 46.2% of these corpora-
tions were involved in research. However, federal grants
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were also awarded to general foundations (2), an auxiliary
service corporation (I), real estate corporations (2),
a housing corporations (1), and a health related corporation
(1) on behalf of their university. Eight corporations
(two general foundations, five research related corporations,
and one housing corporation) indicated that they had received
indirect cost reimbursement in a federal grant for services
provided by the university. This points out the complex
fiscal relationship between public university and private
corporation.
When asked if the corporation leased land or facilities
from the university, 18.7% (28) indicated that they did. The
amounts of those leases have been suinmarized as follows:
Amoiint of Annual Lease
Absolute
Frequency
Relative
Frequency (PCT)
Missing Data 4 14.3
No specified amount 2 7.1
$1 - $1,000 4 14.3
$1,001 - $5,000 2 7.1
$5,001 - $10,000 6 21.4
$10,001 - $50,000 5 17.9
$50,001 - and up 5 17.9
28 100.0
21.3% (32) of the auxiliary corporations leased land or
facilities to the university. The general foundation
accounted for 46.9% (15) of those corporations leasing to
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the university. The amounts of the leases to the university
are summarized below:
Amount of Annual Lease
Absolute Relative
Frequency Frequency (PCT )
Missing Data
No Specified Amount
$1 - $ 1,000
$1,001 - $5,000
$5,001 - $10,000
$10,001 - $50,000
$50,001 - and up
11
1
1
1
5
4
9
32
34.5
3.1
3.1
3.1
15.6
12.5
28.1
lOO
The corporations were asked if they had been awarded a
contract to provide a service to the university. Although
thirty-three corporations (22.0%) held service contracts
with the universities, none had been awarded the contracts
on the basis of competitive bid. Those corporations with
service contracts with the university are listed below:
Type of Corporation Absolute Frequency
General Foundation 9
Research Related 7
Alumni Corporation 1
Auxiliary Services 5
Athletic Support 2
Special i zed Activity Support 1
1
2
3
2
33
Student Publication
Housing
Health Related
Miscellaneous
no
From the information presented it is evident that a
close fiscal relationship exists between public universities
and their auxiliary corporations. An attempt was also made
to determine the relationship between the income of the
corporations and the enrollment of the university. Only
thirteen (8.3%) corporations indicated that there was a
direct relationship between the income of the corporation
and the enrollment of the university. As expected those
corporations were involved with auxiliary services, book-
store, and student publications.
4. Fiscal Support of the University by the Auxil iary Corporations
Although it is important to study how the auxiliary
corporations were created, the degree to which the university
administrations are involved in controlling the corporations,
and the financial operating relationship between the
university and the corporation, the primary purpose for the
corporation existing is to develop resources for the support
of the university. These resources may be in the form of
providing a service or providing flexibility, however, many
of the corporations transfer funds to the university by
direct donation. To what extent is this occurring and what
types of corporations are more likely to be involved in this
direct financial support of the university?
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a. Restricted Donation—Seventy-one (47.3%) of the corpora-
tions studied indicated that they contributed funds to
the university for restricted purposes. The amounts
of these donations are summarized below:
Amount of Restricted Absolute Relative
Donations Frequency Frequency (POT)
$1 - $25,000 18 25.4
$25,001 - $50,000 7 9.9
$50,001 - $200,000 19 26.7
$200,001 - $1,000,000 16 22.5
$1,000,001 - $3,000,000 6 8.5
$3,000,001 - and up 5 7.0
TT 100.0
The general university foundation represented nearly
half (47.9%) of those corporations making restricted
donations to the university. Of the eleven corporations
contributing over $1,000,000 to the university, there
were eight general foundations, two were research
related corporations, and one was a corporation
established to hold the investments of the university,
b. Unrestricted Donations—Administrators of any educational
institution are always seeking unrestricted funds to
meet unexpected needs. This flexibility is especially
necessary in the public sector because most funds have
been appropriated, granted, or donated for specific
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purposes. Unrestricted donations can be used for any
purpose and assist the financial administrators in
building operating budgets and covering emergency or
specialized acquisitions. Forty-six of the corporations
studied indicated that they made unrestricted donations
to the universities in the following amounts:
Amount of Unrestricted Absolute Relative
Donation to University Frequency Frequency (PCT)
$1 - $25,000 15 32/5
$25,001 - $50,000 6 13.0
$50,001 - $200,000 13 28.3
$200,001 - $1,000,000 9 19.6
$1,000,001 - $3,000,000 2 4.4
$3,000,001 - and up 1 2.2
46 100.0
Again the general university foundations represent the
major contributors of unrestricted funds to the univer-
sity. The corporations that contribute unrestricted
funds to the university were as fol lows:
Absolute Relative
Type of Corporation Frequency Frequency (PCT)
Foundation 19 41.4
Research Related 6 13.0
Alumni 4 8.7
Support of Schools 3 6.5
Auxiliary Services 3 6.5
Support of Athletics 1 2.2
Specialized Support 2 4.3
Housing 1 2.2
Bookstores 1 2.2
Investments 3 6 .
5
Miscellaneous 3 6.5M 100.0
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c. Corporations Liquidating University Obligations
There are occasions when certain university expenses are
assumed by the auxiliary corporations. The expense is
incurred by the university, but the invoices are for-
warded to the corporation for payment. The university
receives a service or tangible resource and the
corporation is given credit for a donation. Thirty-five
(23.3%) of the corporations studied indicated that this
practice existed in the fiscal relationship with their
university. The corporations that participated in this
practice are presented below:
Type of Corporation
Absolute Relative
Frequency Frequency (PCT)
General Foundation 19 54.1
Research Related 7 20.0
Alumni 3 8.6
Auxil iary Services 1 2.9
Support of Athletics 2 5.7
Student Publications 1 2.9
Investment 1 2.9
Miscellaneous 1 2.9
35 100.0
E, Financial Characteristics of Corporations by Type
The completed questionnaires from the corporations were
thoroughly reviewed and each was categorized as to type based
upon data presented. Although there were instances where
corporations could be placed in more than one category, an
attempt has been made to place the corporation in that category
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which best describes the particular corporation. A type was
created when there was at least two corporations with similar
purposes and characteristics. The last group of corporations
(miscellaneous) is composed of ten corporations that seem to
have a unique purpose and have not been placed within the other
categories. This section analyzes and presents the general and
financial characteristics of the fifteen types of auxiliary
coporations affiliated with the major public universities.
1. General Foundation (Type 1)
The university foundation was the most common nonprofit
auxiliary corporation found on the public university
campus. The foundation accounted for 45 (30%) of the 150
corporations studied.
a. General Characteristics- - In ninety-one percent of the
cases the name of the foundation contained the name of
the university it supported, i.e.. University of
Massachusetts Foundation, Inc. The foundations studied
have existed an average (mean) of approximately twenty
years on the university campus which includes one
existing for over forty-three years and one for less
than a year.
Purpose—The responses from the foundations indicated
that they exist to support the university in general,
however, 93.7 percent stated that their primary purpose
was fund raising. The articles of incorporation for the
foundations studied included:
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Absolute Relative
Frequency Frequency (PCT)
Endowment of Chairs 22 48.9
Provide Guest Lecturers 21 46.7
Faculty Fellowships 21 46.7
Student Financial Aid 25 55.6
Provide Facilities 22 48.9
Provide Equipment 23 51.1
Support Research 25 55.6
Support Community Service
Activities 5 11.1
Operation of Facilities 5 11.1
Acquisiton and Development
of Real Estate 20 44.4
Sale of Products or Services 7 15.6
Other 26 57.8
The "other" category was clarified by such definitive
statements as:
1. "To promote the general welfare of the university
of. .
2. "General statement to assist the university with
private giving— no specifics."
3. "To support all programs including libraries and
museums.
"
4. "Foster the educational and research activities of
the university of . . ."
5. "Publishing educational or scientific writings."
6. "Advancing the scientific, literary, and educational
purpose of the university of. . ."
7. "Supports all of university's exempt functions."
8. "Endeavors to create visibility between community
and campus; sponsors cultural activities, acquires
real estate for future use by university."
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9. "An alternative endowment agency, legally separate
from the university."
In further examining some of the specific reasons why the
foundations were created the following comments were
uncovered:
1. "At the time the corporation was created, it was not
possible to make gifts to the university for special
purposes without possibility of the gift becoming a
"cost" in the state general fund."
2. "Governing Board of Regents has many responsibilities
other than the university of . . . Needed a group of
dedicated people to run special fund raising projects
and to advise on investments, real estate, etc.
The appointed (by Governor) Regents normally do not
have this range of expertise."
3. "Greater flexibility, quicker response time to
opportunities.
"
4. "Since the university of . . .is state assisted, some
donors prefer a "private" endowment agency."
5. "Flexibility of corporation—confidential ity of gifts-
university governed by state."
6. "Allows greater flexibility in the use of donated
funds."
91.1% of the foundations responding indicated that
"flexibility was one of the primary reasons for creating
the private legal entity. The same percentage indicated
that limiting the legal liability was not a primary
reason for forming the foundation,
a. Creation and Leadership of Foundations
The following table indicates the groups who initially
provided the leadership in creating the foundation:
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Groups
Absolute Relative
Frequency Frequency (PCT)
Trustees 6 13.3
Alumni 13 28.9
Administration 18 40.0
Facul ty 1 2.2
Friends 3 6.7
Other 4 8.9
45 100.0
Comparing the above with the auxiliary corporations in
general, the foundation is more likely to be created by the
administration and alumni and much less likely to be created
by trustees, faculty, or students. The: start-up costs were
funded from the following :
Absolute Relative
Source of Start-Up Costs Frequency Frequency (PCT)
University 18 40.0
Private Grant 20 44.4
Other 7 15.6
“45 100.0
The make-up of the Board of Directors was examined and
uncovered the following:
Absol ute Relative
Board of Directors Frequency Frequency (PCT)
Trustees 21 46.7
A1 umni 30 66.7
Faculty 10 22.2
Administration 34 75.6
Students 6 13.3
Friends 34 75.6
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Administrators and friends of the university were much more
likely and students and faculty much less likely to serve on
the controlling boards of foundations than other auxiliary
corporations. The friends of the university who served on
the boards of foundations were much more likely to live in
the local area of the university and/or out-of-state than
other auxiliary corporations.
The university president served on the board of
directors of 77.8 percent of the foundations (vs. 48.7% of
auxiliary corporations in general) and the chief fiscal
officer of the university served on the board of directors
of 44.4 percent of the foundations (vs. 28.7% of corpora-
tions in general). The chief fiscal officer of the university
served as the chief fiscal officer of the foundation in
nearly twenty-five percent of the cases.
The chief operating officers of the foundations held
university titles much more often than the operating heads
of other auxiliary corporations. The following are some
of the common university titles of the chief executives
of the foundations:
Asst. V.P. for Finance
Director of Development (most common)
Special Asst, to President for Development
V.P., Development and Alumni Affairs
Director of Foundation and Public Service
V.P. for University Relations
Asst, to President for Institutional Advancement
Most foundations had very few employees, however, the
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foundations studied did have an average (mean) staff of
approximately nine employees. A breakdown of the number
of employees for foundations is presented below:
Absolute Relative
Number of Employees Frequency Frequency (PCT)
None 11 24-4
1 to 5 17 37.8
6 to 10 5 11.1
11 to 25 10 22.2
26 to 50 1 2.2
51 to 100 1 2.2
45 100.0
Fiscal Characteristics
1. Revenue—The amount of financial activity of the univer'
sity foundations can be shown by displaying the annual
gross sales and receipts, dues, contributions, gifts and
grants. The following information represents the
financial information for FY 1976:
Gross Sales and Receipts
Absolute
Frequency
Relative
Frequency (PCT)
Missing Data 13 28.9
$1 - $50,000 5 11.1
$50,001 - $250,000 5 11.1
$250,001 - $500,000 7 15.6
$500,001 - $1,000,000 3 6.7
$1,000,001 - $5,000,000 10 22.2
$5,000,001 - and up 2 4.4
45 100.0
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The amount of gross sales and receipts of the founda-
tions shown above is the total revenue received from
sales, interst, dividends, rents, royalties, and sale
of assets. The amounts for each of these categories
have been summarized in Appendix M.
In addition to sales and receipts from the sources
mentioned, the foundations also receive revenue from
dues, contributions, gifts and grants. Only one
foundation indicated it received revenue from membership
dues and that was for less than $10,000. Revenue from
contributions, gifts, and grants is displayed below:
Gross Contributions, Absolute Relative
Gifts and Grants Frequency Frequency i
Missing Data 12 26.7
$1 - $10,000 1 2.2
$10,001 - $100,000 1 2.2
$100,001 - $1,000,000 13 28.9
$1,000,001 - $3,000,000 11 24.4
$3,000,001 - $10,000,000 7 15.6
45 100.0
The total gross receipts from all sources in FY 1976
for the university foundations studied are shown
below:
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Absolute Relative
Gross Receipts Frequency Frequency (PCT)
Missing Data 11 24.4
$1 - $10,000 2 4.4
$50,001 - $250,000 3 6.7
$250,001 - $500,000 5 11.1
$500,001 - $1,000,000 3 6.7
$1,000,001 - $5,000,000 15 33.3
$5,000,001 - and up 6 13.3
100.0
It 1s interesting to note that nearly half (46.6%) of
^ the foundations studied and furnishing the Information
received over $1,000,000 in FY 1976. Nearly a quarter
(24.4%) of the foundations stated that they filed a
Form 990-T indicating that they had unrelated income
during the year.
2. Disbursements
An analysis of the amounts disbursed for the exempt purposes
of the university foundations revealed the following:
Amount Disbursed for Absolute Relative
Exempt Purposes Frequency Frequency (PCT)
Missing Data 13 28.9
None 1 2.2
$1 - $50,000 4 8.9
$50,001 - $100,000 3 6.7
$100,001 - $500,000 10 22.2
$500,001 - $1,000,000 4 8.9
$1,000,001 - $3,000,000 7 15.6
$3,000,001 - and up 3 6.7
45 100.0
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The above information indicates that ten universities
received over $1,000,000 in FY 1976 from their foundations
because the exempt purpose of the foundation is to furnish
support to the university.
The "profitability" of the foundations was examined by
analyzing the excess of receipts over expenses. The results
of this analysis are summarized below:
Excess of Receipts Absolute Relative
Over Expenses Frequency Frequency (POT)
Missing Data 11 24.4
Negative Amount 2 4.4
None 2 4.4
$1 - $50,000 3 6.7
$50,001 - $100,000 13 28.9
$100,001 - $500,000 6 13.3
$500,001 - $1,000,000 6 13.3
$1,000,001 - $3,000,000 2 4.4
45 100.0
3. Financial Position
The foundations were also analyzed and categorized by the
amount of their assets and net worth (may be an inappropriate
term for nonprofit corporation although found on the IRS
Form 990). The foundations are categoriezed below by the
amount of their assets.
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Ending Assets Last
Fiscal Year
Absolute
Frequency
Relative
Missing Data 9
$1 - $50,000 • 1
$50,001 - $250,000 4
$250,001 - $1,000,000 4
$1,000,001 - $3,000,000 7
$3,000,001 - $10,000,000 13
$10,000,001 - and up 7
^5
20
.
2.2
8.9
8.9
15.6
15.6
100.0
It 1s worth noting that over sixty percent of the foundations
studied had assets of over $1,000,000. Although seventy-
one percent of the auxiliary corporations in general made
provisions for their assets to revert to the university
upon dissolution, in 93.3% of the cases the foundation assets
reverted to the universities upon dissolution of the
corporation. In examining the assets of the foundations, it
was found that three of the university nonprofit foundations
owned the majority interest in business stock corporations.
The net worth of the various foundations was categorized
and is displayed below:
Ending Net Worth Last
Fiscal Year
Absolute Relative
Frequency Frequency (PCT)
Missing Data 8
None A
$1 - $50,000' 2
$50,001 ~ $250,000 3
$250,001 - $1,000,000 4
$1,000,001 - $3,000,000 8
$3,000,001 - $10,000,000 12
$10,000,001 - and up
_4
45
17.8
4.4
6.7
8.9
17.8
26.7
8.9
100.0
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4. Fund Raising
Very few university foundations (2) received grants from
either the federal government or state governments, however,
twenty-six foundations (57.8%) indicated that they had
received a grant from a private foundation in the last
fiscal year. In examining the types of gifts received in
the last fiscal year by university foundations the following
was revealed:
Types of Gift
Absolute Relative
Frequency Frequency (PCT)
Securities
Cash
Suppl ies
Equipment
Real Estate
Other
33 73.3
38 84.4
9 20.0
17 37.8
22 48.9
9 20.0
The "other" category listed above included such things as
livestock, art objects, oil rights, horses for research,
and museum pieces. Although twenty-two foundations indicated
that they had received real estate as a gift in the last
fiscal year, only eighteen of the foundations furnishing
the information indicated that they held real estate for
investment purposes. The value of the real estate owned
by the foundations was examined and is summarized below:
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Book Value of Absol ute Rel ative
Real Estate Frequency Frequency (PCT)
Missing Data 16 35.6
None Owned 4 8.9
$1 - $100,000 5 11.1
$100,001 - $500,000 8 17.8
$500,001 - $1,000,000 3 6.7
$1,000,001 - $5,000,000 5 11.1
$5,000,001 - and up 4 8.9
100.0
Seventeen of those foundations indicating that they owned
real estate for other than investment purposes stated that
they paid real estate taxes on that property. Nearly eighty
percent (77.8) of the foundations responding to the
questionnaire indicated that they intended to increase their
fund raising efforts in the next fiscal year.
2. Research Related Corporations (Type 2)
As pointed out in Chapter 2, the major public universities
have created private nonprofit corporations controlled by
the university to operate their research efforts and to
facilitate the handling of federal research grants within
the state structure. Seventeen of these corporations were
uncovered and participated in this study concerned with
their financial characteristics,
a. General Characteristics
Much like the university foundation, the names of fifteen
(88%) of the research corporations include the name of
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the university that it supports. At the time of re-
questing the information, the research corporations
had been in existence for a period of two weeks to
forty-seven years. The research corporations had been
in existence for an average of 26.5 years. The articles
of incorporation stipulated that this type of corporation
was organized for research purposes in eighty-eight
percent of the cases. Other items in the articles of
incorporation included:
"Anything that supports research and higher
education."
"Education, patents, and copyrights."
"Technology transfer."
"License agreements."
"Holding of patents for the university."
Although ten (58.8%) indicated that the coordination
and/or conduct of research best described how the
corporation was being utilized, the other corporations
responded as follows:
1. "Fund raising."
2. "Debt financing of research facilities, real
estate management, administration of projects."
3. "Grants information, patents, copyrights, excess
property.
"
4. "Increases and distributes foundation seed of
new plant varieties developed by public experi-
ment stations in North Central Region; acquisition
of land.
"
5. "To perfect and transfer of technology by
copyrights and patents."
6. "Fiscal administration of sponsored research
and other sponsored programs."
7. "Development and operation of computer network."
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Flexibility of operation was again stated as one of
the reasons for forming the coporations by 94.1% of the
research corporations. Whereas only 6.7% of the
general foundations indicated that they were formed to
limit the liability of the university, 29.4% of the
research corporations indicated that the limiting of
liability of the university was one of the reasons for
forming the corporations. 47.1% of the research
corporations indicated that the university could per-
form the function of corporations, however, the
university was justified in creating the corporation
for the following stated reasons:
1. "To avoid state 'red tape' and create a
single business entity."
2. "Protect patent income."
3. "More flexibility in operating; capacity
to contract rapidly."
4. "Created as a vehicle to promote and
coordinate research for the university with
industrial sponsors, centralizing that process
and removing faculty members from the
negotiation role."
In over fifty percent of the cases the formation of the
corporations was the "brain-child" of the administration by
the university.
The make-up of the boards of directors were as
follows:
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Relative Frequency (PCT)
University Trustees 70.6
Alumni 64.7
Facul ty 58.8
Administration 70.6
Students 0.0
Friends 47.1
Other 23.5
It is interesting to note that no students appear on the
boards. The other category included state representatives,
gubernatorial appointees, and members of state boards above
the trustees. The university presidents were members of the
boards of 70.6% of the research corporations, and the
university chief fiscal officers were members of 35.3% of
the boards.
The chief operating officer of the research corporation
held the following university titles:
Vice President for Research
Coordinator of Research
Special Assistant to Vice President for Educational
Development and Research
Vice Chancellor and Dean of Research and Graduate
Studies
Director, Officer of Sponsored Projects
Budget Officer for Division of Research
The following employees served as the chief fiscal officers
of research corporations:
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Chief Administrator of Corp.
Chief Fiscal Officer of Univ
Full-time Employee of Corp.
Full-time Employee of Univ,
Part-time Employee of Corp.
Absolute Relative
Frequency Frequency (PCT)
4
3
3
5
2
17
23.5
17.6
17.6
29.4
11.8
100.0
An analysis of the number of employees of research
corporations revealed the following;
Number of Empl oyees
Absolute Relative
Frequency Frequency (PCT)
None
1 to 5
6 to 50
51 to 100
101 to more
5
7
1
3
J.
17
29.4
41.4
5.9
17.6
5.9
100.0
One research corporation employed 3,633 employees and
coordinated all the research in higher educational institutions
in that particular state. No research corporation employees
were unionized at the time the data were collected,
b. Fiscal Characteristics
1. Revenue
An analysis of the gross sales and receipts for research
corporations revealed the following:
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Absolute Relative
Gross Sales and Receipts Frequency Frequency (PCT)
Missing Data 3
4
4
3
A
17
17.6
23.5
23.5
17.7
17.7
$1 - $ 50,000
$ 50,001 - $250,000
$250,001 - $ 1 , 000,000
$1,000,001 - and up
The above revenue was a result of combined receipts from
sales, interest, dividends, rents, royalties, and sale of
assets. The specific amounts have been categorized and are
displayed in Appendix M.
The funds available for the purposes of the research
corporations can be shown as total gross income and is a
result of deducting expenses from the sales and receipts
listed above and adding to it funds from dues and gifts and
grants. The total gross income of research corporations is
displayed below;
Total Gross Income
Absolute Relative
Frequency Frequency (PCT)
$ 250,001 - $ 1 , 000,000
$1,000,001 - $10,000,000
$10,000,001 - and up
Missing Data
$1 - $250,000
6
3
3
1
_4
17
35.3
17.6
17.6
5.9
23.5
100.0
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As mentioned the total gross income is made up of gross
i ncome from sales and receipts less expenses plus dues from
members and gifts and grants. These are displayed for
information purposes.
Absolute Relative
Gross Income Frequency Frequency (PCT)
Missing Data 4 23.5
None 1 5.9
$1 - $50,000 2 11.8
$50,001 - $100,000 2 11.8
$100,001 - $500,000 4 23.5
$500,001 - $3,000,000 2 11.8
$3,000,001 - and up 2 11.8
17 100.0
There were no dues paid to research corporations, howev
there was significant activity due to gifts and grants
would be expected.
Total Contributions Absolute Relative
Gifts and Grants Frequency Frequency (PCT)
Missing Data 7 41.2
None 2 11.8
$1 - $10,000 1 5.9
$10,001 - $100,000 1 5.9
$100,001 - $1,000,000 2 11.8
$1,000,001 - $10,000,000 1 5.9
$10,000,001 - and up 3 17.6
17 100.0
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The gross receipts from all sources displays the volume of
financial activity of research corporations. This is
presented below:
Gross Receipts
Absolute
Frequency
Relative
Frequency (PCT)
Missing Data 5 29.4
$1 - $50,000 1 5.9
$50,001 - $250,000 3 17.6
$250,001 - $500,000 1 5.9
$500,001 - $5,000,000 2 11.8
$5,000,001 - and up 5 29.4
T7 100.0
29.4 percent (5) of the research corporations filed an IRS
Form 990-T in FY 1977, indicating that they had been
involved in unrelated business activity.
2. Disbursements For Exempt Purposes
The amount that the research corporations actually
disbursed to support their exempt purposes is presented
bel ow:
Disbursements for Absolute Relat
Exempt Purposes Frequency Frequency
Missing Data 7 41.2
None 1 5.9
$1 - $50,000 1 5.9
$50,001 - $100,000 1 5.9
$100,001 - $1,000,000 3 17.6
$1,000,001 - $3,000,000 1 5.9
$3,000,001 - and up 3 17.6
17 100.0
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3. Excess of Receipts Over Expenses
The "profitability" of the research corporations for the
year studied is indicated by the amount of receipts in
excess of expenses which is displayed below;
Excess of Receipts over Absolute Rel ative
Expenses Frequency Frequency (PCT)
Missing Data 4 23.5
Loss (Negative Cash Flow) 3 17.6
$1 - $50,000 3 17.6
$50,001 - $100,000 4 23.5
$100,001 - $1,000,000 1 5.9
$1,000,001 - $3,000,000 2 11.8
17 100.0
Financial Position
The size of the research corporations studied can be
observed by analyzing the assets of the corporations. The
assets have been categorized and are displayed below:
Assets at End of Last Absolute Relative
Fiscal Year Frequency Frequency (PCT)
Missing Data 2 11.8
$1 - $50,000 1 5.9
$50,001 - $250,000 3 17.6
$250,001 - $1,000,000 3 17.6
$1,000,001 - $3,000,000 3 17.6
$3,000,001 - $10,000,000 3 17.6
$10,000,001 - and up 2 11.8
17 100.0
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The corporate by-laws of 88.2% (15) of the research
corporations provided that upon dissolution of the
corporation the assets would be transferred to the university
it supported. The assets of one research corporation in-
cluded the majority of stock in a business corporation.
The book value of real estate owned by the research
corporations is summarized below;
Book Value of Absolute Rel ative
Real Estate Frequency Frequency (PCT)
Missing Data 6 35.3
None 5 29.4
$1 - $100,000 1 5.9
$100,001 - $1,000,000 2 11.8
$1,000,001 - $5,000,000 2 11.8
$5,000,001 - and up 1 5.9
17 100.0
Four research corporations paid real estate taxes for
property owned for other than investment purposes and two
of these corporations indicated that they owned real estate
for investment purposes.
The ending net worth for the research corporations
studied is presented below:
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Ending Net Worth Absolute Relative
Last Fiscal Year Frequency Frequency (PCT)
11.8Missing Data 2
Negative Amount 1 5.9
$1 - $50,000 1 5.9
$50,000 - $250,000 2 11.8
$250,000 - $1,000,000 4 23.5
$1,000,000 - $3,000,000 3 17.6
$3,000,001 - $10,000,000 2 11.8
$10,000,001 - and up 2 11.8
T7 100.0
Fund Raising
The grants received by this type of corporation probably
do not fall into the category of fund raising but are
actually grants awarded to perform research. Six (35.3%)
received a grant from the state, seven (41.2%) received
federal grants, and eight (47.1%) of the corporations
received a grant from a private foundation during the last
fiscal year. In examining the gifts received in the last
fiscal year, it was found that research corporations
received the following types of gifts:
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Type of Gift
Absol ute Relative
Frequency Frequency (PCT)
Cash 6 35.3
Securities 3 17.6
Suppl ies 1 5.9
Equipment 4 23.5
Real Estate 2 11.8
Four (23.5%) of the research corporations indicated that
they intended to expand their fund raising activity in the
next fiscal year.
3. Alumni Corporations (Type 3)
Ten percent of the corporations studied were organized to support
alumni activities on the campus. The number of alumni corpora-
tions that completed and returned the requested data, indicates
that the major public universities have separately incorporated
their alumni associations to a significant degree. An analysis
of the returned questionnaires resulted in the following general
and fiscal characteristics,
a. General Characteristics
As would be expected, ninety- three percent of the corpora-
tion names included the name of the university-tbe
corporation supported. The separate corporate structures
has been utilized for alumni associations on the average of
forty-three years. One corporation studied had existed for
103 years. The purpose of such corporations was well stated
in one response as:
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Organized exclusively to promote the welfare and
future development of University in
its educational and scientific purposes; to strive and
maintain among former students a spirit of fellow-
ship, to perpetuate a sentiment of affection for
University, to foster among the alumni
a genuine regard for one another; and to serve the
alumni in pursuit of their careers.
Although two-thirds of the corporations stated that the separate
corporation was formed to create flexibility not normally
allowed the public university, four of the corporations indicated
that the university could have accomplished the objectives of
the corporation without creating the corporation. It was formed
in one case to permit lobbying on behalf of the university. The
alumni were responsible for creating all the corporations of
this type, and the alumni appointed all the incorporators.
The composition of the boards of directors of this type of
corporation differed significantly from other types of auxiliary
corporations. The alumni were represented on the boards of
all of these corporations. Trustees appeared on 13.3% of the
boards, faculty served on one-third of the boards, university
administrators were appointed to 26.7% of the boards, students
appeared on 40.0% of the boards, and friends of the university
appeared on only one corporation board studied. The university
president appeared on only 20% of the corporation boards. 46.7%
of the chief operating officers of alumni corporations were paid
by the university, one- third were paid by the corporation, and
20% of the salaries were covered by both the university and the
corporation. The Director of Alumni Affairs of the university
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normally served as the chief operating officer of the corporation
and as its chief fiscal officer. The Director of Alumni Affairs
reported to the following administrators within the university
structure:
President (most common)
Vice President - Student Affairs
Vice Chancellor for Development
Chancellor
Vice Chancellor for Foundation and Public Affairs
Vice President for Administration
The number of employees of alumni corporations was categorized
and the results displayed below:
Number of Employees
Absolute Relative
Frequency Frequency (PCT)
1 to 5 7 46.7
6 to 10 3 20.0
11 to 25 5 33.3
15 100.0
b. Fiscal Characteristics
1. Revenue and Expenses
The gross sales and receipts of alumni corporations were
categorized and are displayed below:
Absolute Relative
Gross Sales and Receipts Frequency Frequency (PCT)
Mi ssing Data 5 33.3
None 1 6.7
$1 - $50,000 3 20.0
$50,001 - $250,000 2 13.3
$250,001 - $500,000 2 13.3
$500,001 - $1,000,000 2 13.3
15 100.0
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The alumni corporations received an average (mean) of
$254,640 from gross sales and receipts. Of this
amount the corporations responding received the
following average (mean) amounts from the following
sources:
Sales of goods and services $ 43,759
Interest 172,560
Dividends 4,775
Gross rents 2,925
Gross royalties
Gross amount received from
0
sale of assets 181,359
The alumni corporations responding received an average
(mean) of $127,472 from dues and assessments from members
and affiliates and $273,382 from contributions, gifts,
and grants. The gross receipts of alumni corporations
in FY 1976 averaged $370,563. The alumni corporations
disbursed $164,709 on the average for their exempt
purposes and had excesses of receipts over expenses on
the average of $189,833.
2. Financial Position
The assets of the alumni corporation at the end of
FY 1976 were categorized and are displayed below:
Ending Assets
Absolute
Frequency
Relative
Frequency (PCT)
Missing Data 6 40.0
$1 - $50,000 1 6.7
$50,001 - $250,000 4 26.7
$250,001 - $1,000,000 2 13.3
$1,000,001 - $3,000,000 2 13.3
15 100.0
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The average (mean) amount listed as ending assets in
FY 1976 was $516,575 for alumni corporations. Unlike
the general foundations and research corporations where
the assets for over 90% of the corporations reverted to
the university upon dissolution, alumni corporation
assets would be transferred to the university upon
dissolution in only 53.3% of the cases. None of the
alumni corporations owned the majority of stock in a
business corporation. Only two alumni corporations
owned any real estate, and the book value of that
real estate averaged less than $100,000.
The net worth for FY 1976 of the alumni corporations
responding was categorized and is displayed below:
Net Worth
Absolute
Frequency
Relative
Frequency (PCT)
Missing Data 6 40.0
$1 - $50,000 2 13.3
$50,001 - $250,000 3 20.0
$250,001 - $1,000,000 3 20.0
$1,000,001 - $3,000,000 1 6.7
15 100.0
The average (Mean) net worth was $321,912.
3. Fund Raising
None of the alumni corporations studied received grants
from the state, federal government, or private
foundations in FY 1976. The alumni corporations
received the following types of gifts:
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Type of Gifts
Absolute
Frequency
Relative
Frequency (PCT)
Cash 12 80.0
Securities 5 33.3
Suppl ies 0 0.0
Equipment 1 6.7
Real Estate 0 0.0
Sixty percent of the alumni corporations indicated that
they intended to expand their fund raising activities
in FY 1978.
4. School Support Corporations (Type 4)
Whereas general foundations, research corporations and
alumni corporations have been established to support
the university in general; ten of the auxiliary
corporations studied were created to support specific
schools or colleges within the university. The ten
"school support" corporations were organized as a
management tool in support of the following types of
school s:
Law (4)
Pharmacy (2)
Business (2)
Engineering (1)
Music (1)
The data submitted by these corporations were analyzed
and summarized as to general and financial characteristics.
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a. General Characteri sties
The name of the corporation contained the name of the university
in 60% of the cases and contained the name of the school it
supported in all cases. Three of the corporations have been in
existence for four to ten years, three have been in existence
for eleven to twenty years, and four have been in existence
for twenty-one to forty years. The average corporation of this
type has been in existence for a little over fifteen years.
The articles of incorporation for this type of corporation
include the following:
Absolute Relative
Articles Include Frequency Frequency (PCT)
Endowing Chairs 4 40.0
Provide lectureships 4 40.0
Provide faculty fellowships 3 30.0
Provide student financial aid 8 80.0
Provide capital facilities 4 40.0
Provide capital equipment 4 - .40.0
Provide research funds 6 60.0
Community service 4 40.0
Sale of products and/or services 1 10.0
Operate facilities 1 10.0
Acquisition and Development
of Real Estate 3 30.0
Although half of the corporations stated that fund raising was
the primary reason for the establishment of the private legal
entity, the following comments may assist in describing the
purposes of this type of corporation:
1. "Support of library and continuing legal education."
2. "Provides financial aid to the engineering school in
areas not supported by state or grant funds."
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3. "Provides scholarships and loans for Law School
students, also auxiliary services related to the
Law School curriculum such as computer-assisted
instruction."
4. "Student loans, alumni records, continuing education,
and executive education for Business School only."
Eighty percent of the corporations of this type indicated that
the private legal entity was established to create flexibility
not perraissable within the state structure. The responsibility
for creating the corporation differed from the previous types
of corporation as indicated below:
Absolute Relative
Who Created Corporation Frequency Frequency (PCT)
Alumni 5 50.0
Administration 1 10.0
Facul ty 1 10.0
Friends 2 20.0
Other 1 10.0
10 100.0
The incorporators were appointed primarily by alumni
friends of the various school s.
The composition of the board of directors was as
Directors
Absolute
Frequency
Relative
Frequency (PCT)
Trustees 1 10.0
Alumni 8 80.0
Faculty 2 20.0
Administration 3 30.0
Students 1 10.0
Friends 8 80.0
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The "friends" serving on the boards were located all within the
states served. Only two corporations had paid chief operating
officers—one of which was paid by the university and one paid
by the corporation. In most cases the- chief operating officers
were professors within the schools supported. The chief fiscal
officer of the corporation was normally the chief operating
officer of the corporation or a volunteer. One corporation was
large enough to have three employees and one employed a part
time employee.
b. Fiscal Characteri sties
The financial characteristics of the corporations created to
support the various schools within the university were examined
by revenue and expenses, current financial position, and fund
raising activity, however, only a small percentage of the
corporations of this type furnished the complete financial
information.
1. Revenue and Expense
The gross sales and receipts for this type of corporation
are displayed below:
Absolute Relative
Gross Sales and Receipts Frequency Frequency (POT)
Missing Data 5 50.0
None 1 10.0
$1 - $50,000 3 30.0
$50,001 - $1,000,000 1
10
10.0
100.0
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One corporation indicated sales and receipts of $636,875
which inflated the average for those reporting to be
$134,337. The median was $29,575. No corporations of this
type reported revenue from sales, rents, or royalties. Three
corporations reported an average of $22,394 from interest,
two corporations reported an average of $12,610 from
dividends and two corporations reported an average of
$287,471 from sale of assets which was inflated because one
corporation sold assets with a value of $571,938. The gross
income after expenses attributed to sales and receipts
averaged $16,264 for those four corporations reporting. Five
corporations indicated average contributions gifts, and
grants of $219,628. The total gross income for the five
corporations reporting averaged $86,292 and the gross
receipts averaged $246,020. Four corporations that reported
the information reported an average disbursement related
to their exempt purpose of $22,401 and excess of receipts
over expenses of $82,544.
2. Financial Position
The ending assets for FY 1976 for the five corporations of
this type furnishing the information are reported below;
Ending Assets
Absolute
Frequency
Rel ative
Frequency (POT)
$1 - $50,000
$50,001 - $1,000,000
$1,000,001 - $3,000,000
Missing Data 5
3
1
1
10
50.0
30.0
10.0
10.0
Too
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The assets averaged $388,732 for this type of corporation
and would be transferred to the university upon dissolution
of the corporation in half the cases. None of these
corporations owned the majority interest in a business
corporation- Only one corporation owned any real estate
(book value
—$110,300) and it did not pay real estate taxes.
The six corporations reporting the information indicated
an average net worth of $398,484.
3. Fund Raising
The corporations formed to support schools within the
university received no grants from the state or federal
government, but three corporations of this type did receive
grants from private foundations. The following types of
gifts were received by this type of corporation.
Type of Gift
Absolute
Frequency
Relative
Frequency (PCT)
Cash 9 90.0
Securities 5 50.0
Suppl ies 1 10.0
Equipment 1 10.0
Real Estate 0 0.0
Half of the corporations of this type indicated that they
intended to expand their fund raising activities in the next
fiscal year.
5. Student Unions and General Auxil iary Service Corporations
(Type 5)
Ten of the auxiliary corporations included in this study have
been formed to be utilized in conjunction with operating
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student unions and auxiliary services (bookstores, food
services, etc.) on the university campus. The information
furnished by these corporations has been analyzed and the
general and financial characteristics have been presented
below.
a. General Characteristics
The name of the auxiliary service corporations contain
the name of the university in 50% of the cases, and the
corporations have been in existence for an average of
thirty-three years. None of the corporations had
articles of incorporation related to endowing of chairs,
providing for lectureships and fellowships, research and/
or community service.
The auxiliary service corporation articles of
incorporation did include the following for the number
of corporations indicated.
Absolute Relative
Articles of Incorporation Frequency Frequency (PCT)
Financial Aid
Capital Facilities
Capital Equipment
Sale of Products and
1
3
3
10.0
30.0
30.0
Services
Operation of Facilities
Acquisition and Development
8
5
80.0
50.0
of Real Estate
Other
1
3
10.0
30.0
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The "other" category included:
1. "To provide management and operational services
and facilities for operating a student union."
2 . "Educational purposes."
Examples of statements of purpose of this type of
corporation included:
1. "To provide a bowling, billiards, concessions,
food, books, programs, social and cultural
activities, and student union programming."
2. "To provide good service, game facilities,
meeting facilities, and sleeping facilities."
3. "To provide food service, vending, bookstore,
bowling, billiards, washers, check cashing,
amusement machines, resort campers."
Eighty percent of the corporations indicated that
flexibility not permitted by the state was a primary
reason for initially creating the corporation. As one
administrator stated, "We did not want the state involved
in leasing auxiliary functions to outside corporations."
The following groups were given credit for
establishing these corporations:
Group Creating Corporation
Absolute Relative
Frequency Frequency (PCT)
Trustees
Alumni
Administration
Faculty
Students
1
1
6
1
1
10
10.0
10.0
60.0
10.0
10.0
100.0
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This type of corporation has been created primarily by
the administrations of the universities studied. Who
serves on the boards of trustees of these corporations?
Groups on Board
Absolute Relative
Frequency Frequency (PCT)
Trustees 2 20.0
Alumni 5 50.0
Faculty 8 80.0
Administration 9 90.0
Students 9 90.0
Friends 0 0.0
Other 3 30.0
The "other" category included the director of the student
union, student union management staff, and a retired
administrator. The president of the university served
on the board of directors of 50% of these auxiliary
service corporations and the chief fiscal officer of
the university served on the board of 60% of these
corporations. The auxiliary service corporation seems
to be an "internally" controlled corporation.
Three of the chief operating officers of the
corporations were paid by the university and seven paid
by the corporations. Four chief operating officers held
a university title of Union Director, and this manager
reported to the following university administrators:
Vice President for Student Affairs
Vice Chancellor of Student Affairs
Business Manager
Financial Vice President
Vice President Finance and Business
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The chief fiscal officer of the corporations were listed
as:
Chief Fiscal Absolute Relative
Officers of Corporation Frequency Frequency (PCT)
Chief Administration Officer
of Corporation 1 10.0
Chief Fiscal Officer of
University 4 40.0
Other full-time employee
of Corporation 4 40.0
Other full-time employee
of University 1 10.0
TO 100.0
The auxiliary service corporations employed on the
average 192 full time employees.
b. Fiscal Characteristics
An analysis of the income and expenses, fiscal position,
and fund raising activities of the auxiliary service
corporations are presented below:
1. Revenue and Expenses
The gross sales and receipts for this type of
corporation are displayed below:
Absolute Relative
Gross Sales and Receipts Frequency Frequency (PCT)
Missing Data 2 20.0
$1 - $500,000 2 20.0
$500,001 - $1,000,000 2 20.0
$1,000,001 - $5,000,000 3 30.0
$5,000,001 - and up 1 10.0
10 100.0
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The auxiliary service corporations funishing the
financial information (8) had average gross sales
and receipts of $2,609,432. This was a result of
the following sources:
Sources Average (Mean) Amount
Sales of Goods and Services (8)
Interest (50)
Rents (4)
Sale of Assets (3)
$2,511,922
30,604
119,833
114,371
The above activity resulted in average gross income
after expenses of $1,242,755. The average total
gross income for auxiliary service corporations
was $1,543,974. The average gross receipts for this
type of corporation was $2,701,940 for FY 1976. Five
of the corporations(50%) indicated that they filed
an IRS Form 990-T which indicates the generation
of unrelated income. The auxiliary service corpora-
tions indicated excess of receipts over expenses
on an average of $87,164 for FY 1976.
2. Financial Position
The assets of the auxiliary service corporations
were categorized and are displayed below:
Ending Assets
Absolute Relative
Frequency Frequency (PCT)
$250,001 - $1,000,000
$1,000,001 - $3,000,000
$3,000,001 - $10,000,000
Missing Data
$1 - $250,000
To
2
1
2
4
1
20.0
10.0
20.0
40.0
10.0
100.0
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Sixty percent of the corporations indicated that
upon dissolution the assets would revert to the
university. None of these corporations owned the
majority of stock in a business corporation. Five
of the corporations indicated that they owned real
estate at an average book value of $3,063,102.
One corporation indicated that it did pay real
estate taxes on property owned, and none of the
corporations owned real estate for investment
purposes.
The value of the ending net worth listed on the
IRS Form 990 was categorized and is displayed below:
Ending Net Worth
Missing Data
Negative Amount
$1 - $ 1 , 000,000
$ 1 , 000,001 - $3 , 000,000
$3 , 000,001 - $ 10 , 000,000
Absolute Relative
Frequency Frequency (PCT)
2
2
2
3
1
10
20.0
20.0
20.0
30.0
10.0
100.0
3. Fund Raising
One auxiliary service corporation indicated that
it had received a grant from the state, federal
government, and private foundation during FY 1976
The types of gifts received by auxiliary service
corporations are as follows:
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Type of Gift
Absolute Relative
Frequency Frequency (PCT)
Cash
Suppl ies
Equipment
3
1
1
30.0
0.0
10.0
Twenty percent of these corporations indicated
that they intended to expand their fund raising
activity in the next fiscal year, however, there
seems to be very little past fund raising activity
by this type of corporation.
6. Real Estate Corporations (Type 6)
Although many of the various types of auxiliary corporations
hold title to real estate for operational use as well as
investment purposes, there is a group of corporations that
seem to have been established specifically for the purpose
of acquiring and developing real estate in support of the
university. The information returned by this type of
corporation has been analyzed and financial characteristics
have been presented below,
a. General Characteristics
Four of the seven corporations' names contained the name
of the university they supported, and the corporations
have existed for an average of thirty-four years. The
purpose of this type of corporation can better be under-
stood by the following responses from the corporations:
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1. "Lease land and buildings to the University."
2. "Lessor of facilities to University."
3. "Lease facilities to University."
4. "Financing on behalf of University—all money
trusted—construction of buildings— to be
turned over to University."
5. "Secure and hold real estate for growth and
development of University."
The articles of incorporation only include items related to
the acquisition and development of real estate, and six (85.7%)
of the corporations were formed to create flexibility not
permitted by a state "agency". All of the corporations stated
that the private legal entity was not formed to limit the
liability of the university. The trustees of the university
appointed the incorporators of six of the seven corporations.
The membership of the board of directors included only
the following:
Trustees
A1 umni
Administration
Students
Friends
Four corporations
One corporation
Four corporations
One corporation
Four corporations
The president of the university served on the board of
57.1% of the corporations, and the chief fiscal officers
of the university served on the board of 42.9% of the
corporations. Mone of the corporations had any full time
employees. The chief operating officer of the corporation
was an employee of the university in all cases. The
chief operating officer of the corporation held the
following university titles:
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Executive Vice President and Treasurer (2)
Investment and Trust Administrator (2)
Director of Alumni Affairs h)
Executive Vice President for Administration (1)
Vice President for Operations (1)
The chief fiscal officer of the university served as the
chief fiscal officer of the corporation for four (57.1%)
of the corporations. Two corporations utilized other
university empoyees and one utilized a volunteer as its
chief fiscal officer.
b. Financial Characteristics
The data concerning revenue and expenses, financial
positions, and fund raising returned by this type of
corporation was analyzed and summarized below:
1. Revenue and Expenses
The annual gross sales and receipts from all sources
averaged $659,260 for this type of corporation. The
amount for each corporation was categorized and
displayed below:
Absolute Relative
Gross Sales and Receipts Frequency Frequency (PCT)
Missing Data 2 28.6
$1 $50,000 1 14.3
.$50,001 - $250,000 2 28.6
$250,001 - $1,000,000 1 14.3
$1,000,001 - $5,000,000 1 14.3
~1 100.0
156
The above average annual gross sales and receipts
was obtained from the following sources and in the
average amounts indicated:
Average Number of
Source Amounts Corporations
Interest $240,820 4
Dividends 16,487 1
Rents 70,723 2
Sale of Assets 1,174,984 1
The total gross income for FY 1976 for real estate
corporations is listed below:
Absolute Rel ative
Total Gross Income Frequency Frequency (PCT)
Missing Data 2 28.6
$1 - $50,000 1 14.3
$50,001 - $250,000 1 14.3
$250,001 - $1,000,000 2 28.6
,000,001 - $3,000,000 1 14.3
IT 100.0
The above gross income is the total of net income
from gross sales and receipts (average of $337,601)
and gross contributions, gifts, and grants (average
of $1,086,620). The five corporations reporting
the information had annual average gross receipts
of $1,093,508 (median of $254,104) in FY 1976. The
real estate corporations disbursed an average of
$565,780 for their exempt purposes and had an
average excess of receipts over expenses and
disbursements of $319,454 for FY 1976.
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2. Financial Position
The assets of these corporations were categorized
and are displayed below:
Ending Assets Last Fiscal Year
Absolute Relative
Frequency Frequency (PCT)
Missing Data
$1 - $50,000
$50,001 - $3,000,000
$3,000,001 - $10,000,000
$10,000,001 - and up
1
1
1
3
1
~1
14.3
14.3
14.3
42.9
14.3
100.0
The average asset value listed on the IRS Form 990
for FY 1976 was $5,246,671. The by-laws of all but
one real estate corporation provided that the assets
of the corporation would revert to the university
upon dissolution. None of these corporations owned
the majority ownership in a business corporation.
The average book value of real estate held by this
type of corporation was $4,699,555 in FY 1976. Two
of the corporations indicated that they were
required to pay real estate taxes on the real estate
owned
.
The net worth of these corporations were
categorized and summarized below:
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Net Worth
Absolute Relative
Frequency Frequency (PCT)
Missing Data 1
2
1
1
1
1
-7
14.3
28.6
14.3
14.3
14.3
14.3
100.0
$1 - $50,000
$50,001 - $250,000
$250,001 - $1,000,000
$1,000,001 - $3,000,000
$3,000,001 - $10,000,000
The average net worth was $1,199,182.
3. Fund Raising
The real estate corporations received no grants from
the state, federal government, or private foundations
in FY 1976. They did receive the following types
of gifts:
Type of Gift Number of Corporations
Cash 2
Securities 2
Equipment 1
Real Estate 1
Only one real estate corporation indicated that it
intended to increase its fund raising activity in
the next fiscal year.
7. Athletic Support (Type 7)
Six of the auxiliary corporations responding to the request
for information were established to raise funds to support
the athletic program at the university. Their general and
financial characteristics are presented below,
a. General Characteristics
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Two-thirds of the names of the corporations contained
the name of the university they supported, and the
corporations had been in existence for an average of
fifty years.
As stated above, this type of corporation has been
established to support the general athletic program of
the university. This support takes several forms as
uncovered by examining the items included in the articles
of incorporation below:
Financial Aid for Students (4)
Provide Capital facilities (1)
Provide Capital equipment (1)
Sale of products and services (2)
Operation of facilities (1)
Acquisition of and development of real estate (1)
The primary reason for forming this type of corporation
was stated as:
1. "To form a separate legal entity with respect
to property, finances, and operations."
2. "As a buffer for the University administration
externally and Athletic administration in-
ternally. "
3. "Aid young individuals within the athletic
program."
4. "Liaison with alumni, faculty, and students."
Two-thirds of the corporations indicated that it was
formed to create flexibility and one corporation
indicated that one of the primary reasons for being
created was to limit the legal liability of the
university.
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It was indicated that the corporation was the
"brain child" of the following groups"
Trustees (1)
Alumni (2)
Administration (1)
Others (2)
The "others" category included the members of a
local country club and "boosters" of the athletic
program.
The boards of directors of the six athletic
support corporations included members of the
following groups to the extent indicated below:
Alumni (1)
Faculty (3)
Administrators (1)
Students (2)
Friends (3)
None of the presidents of the universities that had
corporations to support athletics served on the
boards of those corporations. The chief fiscal
officer of one university served on the board of
this type of corporation. Although the chief
operating officer of one corporation was paid
entirely by the university, four of the chief
operating officers were paid entirely by the
corporations, and one corporation shared the expense
with the university. The following comments con-
cerning who serves as the chief fiscal officer of
the corporation furnished by the corporations help
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to clarify the organizational relationship of this
type (and auxiliary corporations in general) of
corporation with the university:
"Volunteers"
"Full time employee of corporation--assistant
Director of Athletics in charge of finances"
"Full time employee of corporation -Associate
Director/Business Manager"
"Chief fiscal officer of the university
—
however, Athletic Business Manager handles all
fiscal matters subject to approval"
"Executive Director of Corporation"
"Executive Secretary of Corporation"
Although the corporations employed an average of
thirty-five employees, the corporations seemed to be
able to be broken down into two groups—one group
with an average of three employees and the other
group with an average of fifty employees. The
differences probably depended upon whether the
corporations operated athletic facilities or merely
raised funds for the support of athletics.
b. Fiscal Characteristics
Only three of the six corporations furnished the financial
information related to the corporations.
1. Revenue and Expenses
Two of the corporations indicated that they had
average gross sales and receipts of $2,525,133.
This amount came from the following sources:
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Sales of goods and services
Interest
Dividends
Rents
$2,453,179
39,860
7,094
25,000
Although no corporations reported income from dues;
the three corporations reporting indicated average
contributions, gifts, and grants of $572,406 in
FY 1976. The corporations reported an average gross
income of $1,691,871 after expenses related to
generating that income and average gross receipts of
$2,011,586. Four of the corporations stated that
they filed the IRS Form 990-T.
The corporations disbursed an average of
$1,423,549 to support their exempt purposes and
reported excess of receipts over expenses and
disbursements on the average of $308,911.
2. Financial Position
The three corporations funishing the information
indicated average assets of $2,320,429. Four of
the corporations stated that the assets of the
corporation would revert to the university upon
dissolution of the corporation.
One corporation supporting athletics indicated
that it did in fact own the majority of stock in a
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business corporation. The three corporations
reporting indicated an average book value of real
estate owned to be $1,818,505 and none paid taxes
on that real estate. Two corporations reported
that they owned real estate for investment purposes.
The average net worth for FY 1976 was calculated
to be $1,657,844.
3. Fund Raising
One corporation received a grant from the state and
one received a grant from a private foundation.
The types of gifts received are summarized
below:
Cash (5)
Securities (2)
Supplies (1)
Equipment (2)
Real Estate (1)
Automobiles (1)
Five of the six corporations intended to expand
their fund raising activities in the next fiscal
year.
8. Support of Special ized Activities (Type 8)
Four of the auxiliary corporations studied were organized to
develop resources for specialized activities of the university.
Two of the corporations supported libraries, one was a support
group for a museum, and one supported an orchestra affiliated
with the university. Their general and fiscal characteristics
are presented below.
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a. General Characteristics
These corporations have existed on the average of
approximately eleven years, and the university name is
included in the corporate name in two instances. Although
the articles of incorporation of three different corporations
included financial aid, the creation of capital facilities,
and the sale of products and services; all indicated that
they were created for general resource development. Examples
of specific purposes are listed below:
1. "Provides liaison between community and university
museum-membership program."
2. "Sale of documents, museum gift shops, research
assistance, publisher of popular works for sale, etc."
3. "Raise funds for scholarships, plus concert promotion."
Three out of four corporations indicated the corporation was
organized to create flexibility but not to limit the legal
liability of the university.
Who serves on the corporation board?
Alumni (1)
Faculty (2)
Administrators (3)
Students (1)
Friends (3)
The university president served on the board in one
instance, and the chief fiscal officers of the universities
served on none of the corporation boards. The Director of
the University Museum served as the chief operating officer
of one corporation; the other three were headed by volunteers
outside the university. Two corporations had no employees
and two had less than five employees.
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b. Fiscal Characteristics
Only two of these corporations furnished the financial
information.
1. Revenue and Expenses
The gross sales and receipts of the two corporations
reporting averaged $78,200 for FY 1976 with gross
receipts averaging $97,336 from all sources. These
corporations disbursed an average of $8,113 for
their exempt purposes with an average excess of
receipts over expenses of $2,882.
2. Financial Position
The assets listed for this type of corporation
averaged $38,009 and only reverted to the university
upon dissolution in one case. None of these
corporations owned the majority of stock in a
business corporation, real estate to support its
operations, real estate for investment purposes.
The net worth of these corporations averaged $25,517.
3. Fund Raising
These specialized support corporations received no
grants from the state or the federal government, but
two did receive grants from private foundations.
They received the following type gifts:
Cash (3)
Supplies (1)
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All four corporations indicated that they
intended to increase their fund raising
activities in the next fiscal year.
9. Student Publications (Type 9)
Four of the corporations studied were organized to create
separate legal entities for the purpose of publishing student
publ ications.
a. General Characteristics
None of the corporations names included the name of the
university, and they have existed for an average of
thirty-seven years. Two of the corporations indicated
that they were formed to create flexibility and to limit
the legal liability of the university. The corporations
were created by the administration (1), faculty (2),
and board of student publications (1). The corporation
boards included no trustees, alumni, or administrators
of the university. The boards were composed of faculty,
students, and friends of the university. The chief
operating officers of the corporations held faculty
positions and were paid by the university in two cases
and by the corporation in the other two. These
corporations averaged six full time employees.
b. Fiscal Characteristics
Very little financial information was furnished by
corporations of this type. Two corporations indicated
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an average gross sale and receipts of $174,831. One
corporation had contributions of $10,000 and one had
contributions, gifts, and grants of $59,662. Three
corporations of this type reported assets averaging
$210,424. Two of the corporations indicated that the
assets would revert to the university upon dissolution.
None of the corporations owned any real estate. Three
of the corporations averaged net worth of $191,452
for FY 1976.
One corporation received a grant from the state but
none received grants from the federal government or
private foundations. None of these corporations
reported receiving any gifts and only one anticipated
expanding their fund raising activities in the next
fiscal year.
10. Student Housing Corporations (Type 10)
Four of the auxiliary corporations furnishing information for
this study were categorized as housing corporations and have
been utilized by the public universities to provide housing
for students. Their general and financial characteristics
are presented below,
a. General Characteristics
The name of two of the corporations of this type contained
the name of the university it served, and the four
corporations have existed for an average of seven years.
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These corporations have been created for the purpose of
being the legal entity to take title to real estate and/
or to manage real estate to provide housing for both
married and single students. The articles of incorpora-
tion of the housing corporation included the following;
To provide capital facilities (2)
To provide capital equipment (2)
Sale of products and services (1)
Operation of facilities (3)
All of the corporations indicated that they were
formed to create flexibility for the university, and one
stated that it was created to limit the liability of the
university. Two of the corporations were created by the
administration and two were created by students of the
university. No alumni, faculty, or friends of the
university serve on the boards of the housing corpora-
tions studied. The make-up of the boards included the
following:
Trustees (2)
Administrators (2)
Students (2)
The president and chief fiscal officer of two universities
served on the boards of housing corporations. The
university Director of Housing served as the chief
operating officer of three of the housing corporations
and were paid entirely by the corporations. The
university treasurer served as treasurer of one of
the corporations. One corporation indicated that it had
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no employees, whereas three of the corporations studied
had an average of eighteen employees,
b. Fiscal Characteri sties
Three of the four housing corporations furnished the
financial information, and some variation is due to the
fact that some housing corporations merely rent and
manage property, whereas others of this type apparently
own and operate housing.
1. Revenue and Expenses
Three of the housing corporations studied had average
gross sales and receipts of $994,837 for FY 1976.
One of the corporations had gross sales and receipts
of $2,523,000. One corporation listed $86,015 as
gross dues and assessments from members. The average
excess of receipts over expenses for this type of
corporation was $19,450 for FY 1976.
2. Financial Position
This type of corporation reported average assets at
the end of FY 1976 of $5,536,752 with one corporation
having assets of $15,639,000 with the book value of
real estate listed as $14,731,000. The assets of
only two of the corporations reverted to the university
upon dissolution. None of the corporations
responding paid any real estate taxes and none held
real estate as an investment.
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3. Fund Raising
One corporation received a grant from the state but
none received grants from the federal government
or private foundations. None of these corporations
received gifts or contributions during FY 1976, and
none anticipated expanding fund raising activities
during the next fiscal year.
11. Student Bookstores (Type 11)
Three of the auxiliary corporations studied were created as
private legal entities to provide bookstores for the public
universities. Their general and financial characteristics
were analyzed and the results presented below,
a. General Characteristics
Only one of the corporations legal name included the
name of the university it served and the corporations
have existed for seven, forty-six and sixty- three years.
The articles of incorporation for this type of corpora-
tion indicate that they have been formed specifically
for the sale of goods and services, although one
corporation did indicate that it was permitted to acquire
and develop real estate under its articles of incorpora-
tion. Two of the corporations were formed to create
flexibility for the university, whereas, two also stated
that the corporation was not created to limit legal
liability of the university. They were initially created
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by the students of the university in two out of the
three cases. The fact that these corporations are
"internally" controlled corporations is pointed out by
the fact that there are no trustees, alumni, or friends
on the boards of directors. All three have faculty,
administration, and students serving on their boards
of directors. The president of the university did not
serve on the boards of any of the bookstore corporations
however, the chief fiscal officer of one university
served on a board. The chief operating officers of all.
three corporations were paid entirely by the corporation
as well as the chief fiscal officers of the corporations
The chief operating officer of one corporation did hold
faculty rank at the university as a courtesy. All three
corporations reimbursed the university for services and
space. The individual corporations have 80, 22 and 130
employees respectively,
b. Fiscal Characteristics
All three corporations furnished dollar amounts for all
parts of the questionnaire.
1. Revenue and Expenses
The average gross sales and receipts for bookstore
corporations in FY 1976 was $3,152,969. This amount
was a result of average sales of goods and services
of $1,786,794, average interest income of $18,685,
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and one corporation stated that it had sale of
assets amounting to $1,594,371. None of the
corporations had any income from dues or contribu-
tions. The average gross income available to cover
operating expenses was $1,050,917 and average excess
of receipts over expenses and disbursements of
$105,702.
2. Financial Position
The assets of bookstore corporations averaged
$1,184,360 in FY 1976. The assets of only one
corporation would revert to the university upon
dissolution. None of the corporations owned the
majority of stock in a business corporation. One
corporation owned real estate with a book value of
$17,728, and it did pay real estate taxes. None of
the corporations evened real estate for investment
purposes. The average net worth listed was
$872,216 for FY 1976.
3. Fund Raising
Bookstore corporations received no grants from the
state, federal government, and/or private foundations.
These corporations received no contributions and
none expected to increase their participation in
this activity in the next fiscal year.
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12. Heal th Care Facility and Service Corporations (Type 12)
Five of the corporations studied were organized either to operate
or to provide services to university medical schools. Informa-
tion was gained concerning these corporations by the standard
questionnaires utilized but also by telephone conversations to
clarify purpose. Because of the diverse nature of these
corporations and because of the lack of financial data available
the corporate characteristics have been presented individually.
a. __*^3re Institute Inc.
This nonprofit corporation was utilized to develop a free
standing ambulatory health care facility to serve as an
out-patient teaching facility for the medical school servicing
the local communities as well as the university. It has
been in existence for less than three years and operates
a $45 million health care facility. The nonprofit legal
entity was utilized to create flexibility and limit the
liability of the university.
The corporation was formed by the university administra-
tion, and the majority of trustees are local area residents.
The corporation employs nearly fifty full-time employees,
and the salaries afld fringe benefits of corporation employees
are better than university employees. The president of the
university serves on the board of directors and the university
administration reviews the annual budget of the corporation.
The chief operating officer of the corporation holds a
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university title and reports to the university president.
The corporation leases land and facilities from the
university for $100,000 per year, the same audit firm
audits both the university and the corporation, and the
corporation has entered into a written contract to
provide services to the university.
b. Area Medical Education Center
This corporation was formed to operate a medical school
approximately seven years ago. The corporation was
formed by the medical school administration and staff of
community hospitals. The directors of the corporation
came from this same group. The corporation employs
approximately fifty people who have higher salaries and
fringe benefits than university employees. Although the
chief fiscal officer of the corporation is paid entirely
by the corporation, the chief operating officer of the
corporation is paid partially by the university and
partially by the corporation and holds the title of
Assistant Dean of the Medical School.
This corporation did receive a federal grant as an
agent of the university.
c The University of School of Medicine
Medical Service Plan
This corporation was formed to collect health service
fees from students of the university and to augment the
salaries of the medical staff. It has been in existence
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for approximately one year as of the date of data
collection. The corporation was formed to provide
flexibility and reduce the liability of the university.
It was formed by the faculty and administration of the
medical school and controlled by that group. The
finance officer of the medical school is both the chief
fiscal and operating officer of the corporation and
is paid entirely by the university.
The corporation had total gross income from sales of
$48,863, expenses attributable to gross income of $13,655,
disbursements for the purpose for which exempt of $250,
and excess of receipts over expenses and disbursements
of $34,958 for FY 1976. The IRS Form 990 filed after
its first full year of operation indicated total assets
of $37,436, liabilities of $2,477, and net worth of
$34,958. The corporation received no gifts or grants, but
did intend to expand its fund-raising activities.
d. Health Collections
The corporation serves as a collection agency for a
university medical school and has been in existence for
approximately three years. Eighty percent of the collected
funds are returned to the University Professional Practice
Plan which is another university affiliated corporation.
The corporation was formed by and is controlled by the
university administration and has fourteen employees who
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receive an annual bonus related to collection performance.
The chief fiscal officer of the university serves on
the board of the corporation, and the university
administration approves the budget of the corporation.
The chief fiscal officer of the university is the
chief operating officer of the corporation.
The corporation leases facilities from the university
for $7,000 per year and reimburses the university for
other administrative services utilized. The corporation
transferred $800,000 in restricted funds to the university
in FY 1976. This corporation had annual gross receipts
of $389,570, expenses attributable to gross income of
$193,330, and escess of receipts over expenses and
disbursements of $196,240. The corporation did file an
IRS Form 990T and had no fund-raising activity,
e. The Fund for Advancement of Education and Research in
the University of Medical Center.
The corporation has existed for approximately twenty years
and has been created to collect the professional fees
related to a medical school. It was formed to create
flexibility for the university administration and is
controlled by the administration. It has no employees
but is merely an entity through which fees are funnel ed.
The president of the university serves on the board of
directors as well as the chief fiscal officer of the
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corporation whc is paid entirely by the university.
The chief operating officer of the corporation is the
Vice-President for the Medical Center. The same audit
firm audits both the university and the corporation, but
the financial reports of the corporation are not included
with the financial report of the university. The
corporation transferred $4,738,000 in restricted funds to
the university in FY 1976.
The corporation had gross sales and receipts of
$7,481,701 which were a result of $7,207,738 from fees
collected, $272,044 from interest, and $1,919 from
dividends. The corporation received $18,594 from gifts
but indicated no planned expansion of fund raising
activities. The corporation had excess of receipts over
expenses and disbursements of $949,792, total assets of
$5,333,708 and a net worth of $4,582,533 at the end of
FY 1976.
13. Facul ty Club Corporations (Type 13)
Several of the major public universities have created nonprofit
auxiliary corporations for the purpose of establishing and
operating faculty clubs. Two of the corporations studied were
of this type and their general and financial characteristics
are presented below:
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a. General Characteristics
The names of both corporations included the name of the
university it supported and have been in existence for an
average of sixty-one years. The articles of incorporation
of the two corporations included the sale of products and
services. One included the development of facilities, and
one included the acquisition and development of real estate.
The following statement furnished by one corporation seems
to state the purpose of this type of corporation:
"To furnish rooms for visiting scholars, lunch
facilities for members and guests, public rooms
for special events."
Both corporations indicated that they were organized to
create flexibility within the university structure, but were
not formed to limit the liability of the university. They
were both created by the faculty. Only faculty and
administrators were elected to the boards of directors of
the two corporations. The president of neither university
served on the board of directors, however, the chief fiscal
officer of one of the universities did serve on the board of
one faculty club corporation. In both instances the chief
operating officer was completely paid by the corporation and
did not hold a university title. The chief fiscal officer
of one corporation was a volunteer and one was a part-time
employee of the corporation. One corporation had nine
full-time employees and the other had thirty-five full-time
employees.
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b. Fiscal Characteristics
The two faculty club corporations studied did furnish the
financial information and an analysis of that information is
presented below.
1. Revenue and Expenses
The two corporations had average gross sales and receipts
of $321,673 and stated that this came from average sales
of goods and services of $264,258, average interest
income of $3,632, and average rental income of $53,783.
The corporations also received an average of $56,617
from dues from the members and an average of $1,220 from
gifts. One corporation stated that it had an operating
loss of $79 for the year and one stated that it had
$6,554 in excess of receipts over expenses for the year.
2. Financial Position
One corporation reported assets of $40,058 and the
other $895,688. The assets of neither corporation
reverted to the university upon dissolution. One
corporation indicated a book value of real estate owned
at $631,070 the other listed none because it leased
facilities from the university. The net worth of one
corporation was listed as $29,953 and the other as
$737,015.
3. Fund-Raising
Neither of these corporations received any grants from
state, federal , or foundation sources. Both corporations
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had received cash gifts; one had been donated securities;
and one had been given pictures, furniture, and vases.
Neither corporation intended to expand its fund-raising
activities in the next fiscal year.
14. Holding Corporations for Investments (Type 14)
This type of corporation differed from the General Foundation
in that it appeared that it was merely created to hold invest-
ments of the university and was not the instrument utilized in
the fund-raising activities. The general and fiscal character-
istics uncovered are presented below,
a. General Characteristics
The name of three of the six corporations of this type
included the name of the university and all have existed
for an average of twenty-two years. The articles of
incorporation for this type of corporation supported the
following to the extent indicated:
Lectureships (3)
Faculty Fellowships (1)
Student Financial Aid (6)
Capital Facilities (2)
Capital Equipment (1)
Research (3)
Community Service (1)
Sales of products and services (1)
Operation of facilities (1)
Acquire and develop real estate (2)
Although the articles of incorporation permit broad uses
of this type of corporation, all indicated they were created
primarily for investment purposes. This might be clarified
by the following comments contained in the notes..of the;
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questionnaires returned from this type of corporation:
1. "Instrument for holding and investing gifts for
the benefit of the University of .
"
2. "Holding corporation for University of
fund-raising fruits."
3. "Management of assets directed to the corporation
for University purposes."
4. "Management of investments for the production of
income.
"
Eighty percent of the corporations of this type indicated
that they were formed to create flexibility for the university.
None were created to limit the liability of the university.
The six corporations were created by the following:
Trustees (1)
Administration (2)
Friends (1)
Donors (2)
The boards of directors of these investment holding
corporations included the following individuals to the extent
indicated:
Trustees (1)
Alumni (2)
Faculty (1)
Administration (1)
Friends (3)
The boards of directors of all of these corporations included
the president of the unversities served but none of the chief
fiscal officers of the universities served. The chief
operating officers of three of the corporations were full-
time employees of the university and the other three
corporations did not furnish the information. One corporation
had two employees, however, all others had no employees but
merely were legal instruments to hold assets of the university.
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b. Fiscal Characteristics
The financial information presented by the corporations was
analyzed and the results presented below.
1. Revenue and Expenses
The gross sales and receipts of this type of corporation
were indicated as:
Absolute Relative
Gross Sales and Receipts Frequency Frequency (PCT)
Missing Data 1 16.7
$1 - $50,000 1 16.7
$50,001 - $250,000 3 50 0
$250,001 - $500,000 1 16.7
6 100.0
The above gross sales and receipts came from the following
sources in the average amounts indicated:
Sources
Sales
Interest
Dividends
Rents
Royalties
Sale of Assets
Average Amount
$55,005
63,883
23,224
5,036
3,166
23,168
These corporations did not receive any income from
dues, however, the three corporations that furnished
the information averaged $423,945 of income from
contributions in FY 1976.
The gross receipts of this type of corporation are
displayed below:
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Gross Receipts
Absolute Relative
Frequency Frequency (PCT)
Missing Data
$1 - $50,000
2
1
1
1
j,
6
33.3
16.7
16.7
16.7
16.7
100.0
$50,001 - $250,000
$250,001 - $1,000,000
$1,000,001 - $5,000,000
One of these investment corporations filed an IRS
Form 990-T in FY 1976 which indicated unrelated income
claimed. The three corporations reporting indicated an
average of $352,523 of excess of receipts over expenses
and disbursements.
2. Financial Position
These corporations had assets of an average value of
$1,993,134. The assets of two of these corporations
reverted to the university upon dissolution. The book
value of real estate of the two corporations reporting
averaged $349,467.
3. Fund Raising
None of the corporations received grants from the state
or federal governments, but two did receive grants
from private foundations. The following type of gifts
v^ere received by the number of corporations indicated:
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Cash 5
Securities 5
Equipment 1
Real Estate 1
Three of these corporations did indicate that they
intended to increase their fund-raising activities in
the next fiscal year.
15. 4-H Foundations (Type 15)
Two of the auxiliary corporations affiliated with the major
public universities were created to support the 4-H youth
programs throughout the state in which they were formed,
a. General Characteristics
The names of the corporations included the name of the state
in which it operated, and the corporations had existed for
an average of twenty-four years. The corporations have been
established in conjunction with the university extension
service and benefit the off-campus educational programs.
Although a few administrators of the universities serve on
the boards of directors, the boards averaged twenty-six
members located throughout the states in which they were
located. The Executive Director of one corporation was paid
entirely by the university and the other was paid entirely
by the corporation. The Executive Directors of both
corporations served as the chief fiscal officers of the
corporations. In one case the corporation leased facilities
to the university ($8,000 per year) and the Extension Service
utilized those facilities to operate a state 4-H camping center.
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b. Financial Characteristics
Only one of the corporations furnished the financial in-
formation requested. The one corporation indicated income
from interest of $1,522 and from contributions and grants
of $30,867 for a total gross income of $31,389. The
corporation had expenditures of $40,792 for FY 1976 resulting
in an operating deficiency of ($9,403). This corporation
stated that it had assets and net worth of $28,542. All
the corporations indicated that they intended to increase
their fund raising activities in the next fiscal year.
16. Miscellaneous Corporations (Type 16)
The corporations previously described could be grouped because
their purpose was somewhat similar in nature to another like
corporation. The ten corporations briefly described in this
section have been created for unique specific purposes and have,
therefore, not been grouped with the other types of corporations.
a. The Foundation, Inc.
This nonprofit corporation has existed for twenty-five years
and has been created to receive securities from another
corporation outside the control of the university, the
income from which has been designated to be utilized for
specific scholarships. There are no employees and the
Vice-President for Business Affairs/Treasurer of the
University is the Treasurer and chief operating officer
of the corporation. In FY 1976 it transferred $63,000 in
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restricted funds (scholarships) to the university. The
income was derived from interest, dividends, and sale of
securities only, and it listed assets and net worth of
$742,594. It does not intend to increase its fund-raising
activities in the next fiscal year.
b. Alumni Advocates, Inc.
Unlike other alumni corporations described earlier this
corporation was formed six years ago specifically to provide
legislative liaison on behalf of the university. The private
corporation created the flexibility not permissable under
the legal restraints of the state and was created, financed,
and controlled by the alumni. The executive director is the
only employee and holds no university title.
$43,637 was generated in FY 1976 from the sale of goods
and services (was not described) with gross income after
expenses of $24,116. The corporation disbursed $26,032
for its exempt purposes creating an operating deficiency in
FY 1976 of ($1,916). The co'^poration listed total assets of
$6,510 and liabilities of $12,646 at the end of FY 1976.
An IRS Form 990-T was filed indicating unrelated business
income. The corporation received no gifts or grants and
anticipated no increase in fund-raising activities.
c. Playhouse, Inc.
This corporation was created thirty years ago to provide a
summer theater to serve as a laboratory for university
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students. It was formed as a separate corporation to provide
flexibility of operation with no state subsidy. The board
of directors is composed of two faculty, two administrators,
one friend, and an administrator of the university foundation.
Twenty-six to fifty individuals are on the payroll during
the year, however, there are no full-time employees of this
corporation. The president of the corporation is a fully
paid employee of the university and is the chairperson of
the department of theater and drama. Upon dissolution the
assets of the corporation revert to the university, and the
firm that audits the university also audits the corporation.
The corporation paid the university $2,500 to rent
facilities, it had receipts of $57,735, and had an operating
surplus of $2,115 in FY 1976. The corporation received no
gifts or grants and does not intend to expand its fund-
raising activities.
d. Crop Improvement Association
This corporation has been providing a seed certification and
varietal testing service for the farmers in a particular
state for forty years in order to encourage production and
use of good seed. The board is composed of the dean and a
department head of the school of agriculture, nine members
of a state agricultural organization, and the state
secretary of agriculture. The corporation has twelve full-
time employees and a professor paid by the university serves
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as the chief administrative officer and chief fiscal officer
of the corporation.
The corporation had $471,916 of gross sales and receipts
in FY 1976 and transferred $190,000 to the university. The
revenue generated came from the services it performed as
well as interest from investments. The corporation had
excess receipts over expenses of $83,002, assets of $785,411
and net worth of $773,581 at the end of FY 1976. It received
no gifts or grants and did not intend to increase its fund-
raising activity in the next fiscal year.
6*
________
State University Press
Although the articles of incorporation of this corporation
included the acquisition of capital facilities and equipment,
the sale of products and services, and the acquisition and
development of real estate, the primary purpose of the
corporation is to provide a publishing outlet for students
and faculty and as an enterprise to be utilized as a student
laboratory. The board is composed of four faculty, three
administrators, and five students; and the corporation
employs sixty full-time employees. The chief operating
officer is entirely paid by the university, and holds the
title of professor. The chief fiscal officer of the
corporation is paid partially by the university and partially
by the corporation. The corporation leases facilities to the
university for $50,000 per year and transferred $15,000
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to the university for restricted purposes in FY 1976.
The financial information presented was general in
nature, however, the corporation did have annual sales and
receipts of $1,960,000 assets of $2,100,000, and net worth
of $1,730,000 in FY 1976. The book value of real estate
held by the corporation was $690,000. The corporation
received a grant from a private foundation but received no
gift income during FY 1976. It did not intend to expand its
fund-raising activity in the next fiscal year.
f. Fraternity Purchasing Association
Social fraternity and sorority corporations were not included
in this study, however, one corporation had been created to
provide purchasing and financial services for these
residential student organizations. The board of directors
was composed of alumni, faculty, administrators and students.
The manager of this organization served as both the chief
operating officer and fiscal officer and was paid entirely
by the corporation. This organization had sales and receipts
of $39,565, assets of $44,377, and net worth of $15,722 for
FY 1976. It received no grants or gifts and did not intend
to increase its fund-raising activity in this next fiscal
year.
g. Student Telecommunications Corporation
This unique corporation was formed to operate a nonprofit
radio station six years ago, however, the articles of
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incorporation have been written to allow much broader
operations. They include the following.
To provide facilities and equipment
Research
Sale of products and services
Coordination of media services
The corporation apparently provides video services and film
to students and local community, provides a student laboratory
for video experience, and in general is a media and video
access center for the university community. The private
legal entity was formed to both create flexibility and
limit the legal liability of the university. The board is
composed of four faculty, one administrator (president of
university), fifteen students, one friend, four staff, and
one student government representative. The chief operating
officer (Executive Director) and the chief fiscal officer
are both paid entirely by the corporation (the questionnaire
indicated fifteen full-time employees). The bookkeeping
services are provided by a student organization banking
service., and the finances are supplemented by student fees.
The corporation received $23,696 from gross sales and
receipts from all sources; received $127,320 from contri-
butions, gifts, and grants; had $11,951 surplus; had assets
of $32,825; and had a net worth of $23,606 in FY 1976. This
corporation did indicate that it intended to increase its
fund-raising activity in the next fiscal year.
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h. College Tavern Association
This corporation was established to operate a student pub
and has been in existence for approximately four years.
The nonprofit corporate entity was utilized to increase
operational flexibility. The board was composed of one
faculty member, three administrators, and six students. The
chief operating officer of the corporation was entirely
paid by the university, however, the chief fiscal officer
of the corporation was paid entirely by the corporation.
The corporation leased facilities from the university
($12,000 per year) and reimbursed the university for
maintenance and utilities.
The corporation had gross sales and receipts of $211,371,
excess of receipts over expenses of $15,718, assets and
liabilities listed as $50,996, and did file an IRS Form 990-T
for unrelated business income. The corporation had no gift
income, and does not intend to expand its fund-raising
activity.
i. Club
This private auxiliary corporation was created for the
purpose of establishing a conference center for the
university approximately six years ago. One of the reasons
for utilizing the private corporation was to apply for and
hold a liquor license. There are eight administrators and
two friends of the university serving on the board of
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directors, and it is primarily an administration operated
corporation as evidenced by the fact that the university
chief fiscal officer serves as the chief fiscal officer
of the corporation and the university and board secretary
serves as the chief operating officer of the corporation.
The corporation has six full-time employees.
Very little financial information was furnished, however,
it was indicated that the corporation leased land or
facilities from the university for $7,500 per year and that
it turned $700,000 in unrestricted funds over to the
university in FY 1976. It also indicated that it paid real
estate taxes on facilities owned, and that it intended to
increase its fund-raising activites.
for International Development
This corporation has been in existence for approximately
seven years. Although its articles of incorporation permit
the support of lectureships, research, sale of products and
services, acquisiton and development of real estate,
information exchange, and institutional development; the
corporation is primarily being utilized to distribute
information in an attempt to increase the world food
production capability. Nine land grant universities are
affiliated with this auxiliary corporation. The private
corporation was formed to provide operational flexibility
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and was initially financed by a private grant. It has
eight full-time employees and the board of directors is
composed entirely of faculty members. The chief operating
officer and chief fiscal officer of the corporation are
both paid entirely by the corporation. It leases facilities
from the university for $6,000 per year but did not transfer
any additional funds to the university in FY 1976.
In FY 1976 the corporation had $1,542,009 in gross
receipts which were a result of the following:
Gross Sales and Receipts $ 14,820
Dues from Members 55,500
Contributions, gifts and grants 1,471,689
The corporation had an excess of receipts over expenses of
$230,972 with assets of $689,293 and net worth of $336,412.
It received grants from both the federal government and
private foundations, and it did intend to increase its
fund-raising activity in the next fiscal year.
CHAPTER V
SUMMARY, FINDINGS, IMPLICATIONS, AND
ADDITIONAL RESEARCH
A. Summary
This study was designed to uncover the degree to which the
major public universities in the United States are utilizing affiliated
tax-exempt non-profit corporations as legal entities to develop
resources and to create operational flexibility in addressing problems
facing the university. The investigation also included an analysis of
the financial characteristics of these corporations and their fiscal
relationship to the university. The universities studied were the
111 major public universities that are members of both the National
Association of College and University Business Officers (NACUBO) and
the National Association of State Universities and Land Grant
Colleges (NASULGC). Although 83% of the chief fiscal officers of the
major public universities responded to the request for data, only
eighty universities were included in the final file. The financial
characteristics of 150 corporations affiliated with the eighty
universities were analyzed and the results were summarized.
B. Findings
The responses from the chief fiscal officers indicated that
the public universities had an average of 3.2 auxiliary tax-exempt
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non-profit corporations affiliated with their universities. Ten per-
cent of the universities responding indicated that they had no
auxiliary corporations operating on their campuses, however, five
indicated that they had in excess of ten corporations. The
universities with the greatest enrollments and largest educational
and general budgets had the greatest number of corporations. There
seems to be very little correlation between the number of corporations
in existence and the expenditure per student by the university or the
amount (percent of E & G Budget or appropriation per student) of
support derived from state appropriation. Nine of the eighty
universities studied have been referred to by NASULGC as "historically
black universities" because they were founded by the Second Morrill Act
of 1890. There was much less auxiliary corporation activity at these
universities.
The chief fiscal officers of over one-fourth of the universities
studied indicated that the number of corporations had increased over
the past five years, however, ten percent indicated that the number
actually decreased. Over half of the universities indicated that the
auxiliary corporations furnished a greater share of the total university
resource over the past five years, and 53.7% of the universities studied
anticipated greater utilization in the next five years.
Over seventy percent of the administrations of the universities
studied had some involvement in the budget process of the corporations,
and ninety-six percent of those chief fiscal officers with auxiliary
corporations indicated that the budgets of the auxiliary corporations
included general support and/or reimbursement of expenses to the
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university although only half of the universities included this
resource in the educational and general budget of the university.
Half of the universities with corporations indicated that the
administration maintained the accounts of the corporations, over one-
fourth utilized the same audit agency for both university and
corporations, and 22.2% of those universities with corporations
included the financial statement of the corporations as part of the
financial statements of the universities. The more the university
administration is involved in the budget process of the corporation the
more likely it is for the university to include the audited financial
statements of the corporation with the financial statements of the
university.
Although nine of the universities indicated that they were
required to expose the resources of the auxiliary corporations when
submitting a budget request and that in their opinion this influenced
the appropriation, the evidence obtained shows no significant difference
in state support between the nine and those that were not required to
submit information concerning the auxiliary corporations during this
budget process.
The study isolated the following sixteen types of auxiliary
corporations:
1. General Foundation
2. Research Related
3. Alumni Support
4. School Support
5. Student Unions and General Auxiliary Service
6. Real Estate
7. Achletic Support
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8. Specialized Activities Support
9. Student Publications
10. Student Housing
11. Bookstores
12. Health Related
13. Faculty Clubs
14. Investment Holdings
15. 4-H Support
16. Miscellaneous
Each type of corporation was analyzed and their particular general
and financial characteristics were summarized. Appendix M contains
a complete summary of the fiscal characteristics of the auxiliary
corporations studied.
Although the administration, faculty, and students were more
likely to uncover the need for the creation of the auxiliary corpora-
tion, the trustees, alumni, and friends of the university were more
likely to be involved in the actual legal creation of the corporations.
Administrators, alumni, and friends were more likely to be represented
on the boards of directors than faculty, trustees, and students although
there was much variation between types of corporations. The president
of the university served as a director on nearly half of the corpora-
tion boards and the chief fiscal officer of the university served as
a director on over one-fourth of the corporation boards. Forty per-
cent of the chief operating officers of the corporations were fully
paid employees of the university, and nearly sixty percent of the
chief operating officers of the corporations held a university title.
Over a quarter of the corporations had no employees, however, nearly
twenty percent of the corporations employed over twenty-five staff
members. The number of employees varied greatly depending upon type
of corporation. There was much less union/collective bargaining
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activity in the corporations compared to the universities they served.
The following median ranges of the financial characteristics
of all auxiliary corporations furnishing the information establishes
a financial profile of the corporations studied.
Revenue from Sales of Goods and Services
Revenue from Interest
Revenue from Dividends
Revenue from Sale of Assets
Total Gross Income
Gross Income from Dues and
S50,000
- $250,000
$10,001 - $32,000
$1 - $ 10,000
$50,001 - $250,000
$250,001 -$1,000,000
Assessments
Gross Income from Contributions,
Gifts, and Grants
Gross Receipts
Disbursements for Exempt Purposes
Excess of Receipts over Expenses
Assets
Liabil ities
Net Worth
None
$ 100,001 -$1
,
000,000
$1,000,001 -$5,000,000
$100,001 - $500,000
$50,001 - $100,000
$250,001 -$1,000,000
$250,001 -$1,000,000
$250,001 -$1,000,000
Nearly forty percent of the corporations furnishing the financial data
had over $1,000,000 in gross receipts in FY 1976 and nearly sixty
percent of the corporations furnishing the financial information had
surpluses between $1 and $100,000. Over twenty percent had surpluses
in excess of $500,000 and approximately twenty percent recorded
operating deficits or broke even for FY 1976.
Forty-nine of the corporations indicated that they participated
in unrelated business activity and five auxiliary corporations owned
the majority of stock in a business corporation. Eleven of the
corporations received federal grants during the period studied,
thirteen corporations were utilized as agents of the universities for
administering federal grants, and eight even received indirect cost
reimbursements from the federal government for services provided by
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the universities. Nearly sixty percent of the corporations furnishing
the financial information indicated that they intended to expand their
fund raising activity in the next fiscal year. Fifty-five corporations
held title to real estate with a median book value ranging from
$100,000 to $500,000. Nearly sixty percent of the corporations owning
real estate paid real estate taxes on that property.
81.3 percent of the chief operating officers of the auxiliary
corporations indicated that a primary reason for creating the
corporation was to create operational and fiscal flexibility for the
university. Only twenty-three (15.3%) corporations indicated that one
of the reasons for creating the corporation was to limit the legal
liability of the university. Seventy-one percent of the corporations
studied indicated that upon dissolution, the assets of the corpora-
tion would be transferred to the university.
Seventy-one (47.3%) of the corporations studied indicated that
they contributed funds to the university for restricted purposes
(median range of $50,001 to $200,000). Eleven corporations (eight
general foundations, two research related corporations, and one
investment corporation) contributed in excess of $1,000,000 to the
universities supported during FY 1976, and forty-six corporations
indicated that they made unrestricted donations to the universities
(median range of $50,001 to $200,000). Thirty-five (23.3%) of the
corporations indicated that they liquidated invoices for expenses
incurred by the universities.
The following comments relate to the specific types of
corporations uncovered and described in the study:
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1. The general university foundation was the most common
(30% of corporations studied) nonprofit auxiliary
corporation found on the public university campus.
The university foundation's primary purpose was fund
raising, and in FY1976 nearly half of the foundations
received over $1,000,000. Over sixty percent of the
foundations studied had assets over $1,000,000. Very few
(2) foundations received grants from either the federal
government or state governments, however, twenty-six
foundations (57.8%) indicated that they had received a
grant from a private foundation in the last fiscal year
U976). Nearly eighty percent of the foundations indicated
that they intended to increase their fund raising efforts
in the next fiscal year.
2. The research related corporation was the second most
common corporation found on the public university campus.
It was primarily founded by the university administrators
to ease the administration of research grants. No students
appeared on the controlling boards of this type of
corporation. One research corporation employed 3,633
employees and coordinated all the research in the public
higher educational institutions in an entire state. Eight
of the seventeen research corporations studied had assets
of over $1,000,000.
3. Unlike other types of corporations, the alumni corporations
received a substantial amount (mean of $27,472) of their
revenue from dues and assessments from members. The alumni
corporations had average assets of $516,575 in FY1976.
4. Ten of the corporations studied were organized to support
individual schools (law, pharmacy, business, engineering,
music), and in most cases the chief operating officers were
professors within the schools supported. The corporations
organized to support individual schools had average
assets of $388,732.
5. The auxiliary service corporations were created primarily
by the administrations and had annual average gross sales
and receipts of $2,609,432 in FY1976.
6. None of the corporations formed to hold title to real
estate had any employees.
7. Two-thirds (4) of the corporations formed to support
athletics indicated that they were formed to create
flexibility for the universities served. The three
athletic corporations presenting the financial information
indicated average contributions, gifts, and grants of
$572,406 in FY1976.
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8. Four of the corporations studied were formed to support
specialized activities such as libraries, a museum, and an
orchestra. Gross receipts for this type of corporation
averaged $97,336 from all sources and had annual average
excess of receipts over expenses of $2,882.
9. The boards of directors of student publication corporations
included only faculty, students, and friends of the
universities.
10. No alumni, faculty, or friends of the university served
on the boards of the housing corporations studied.
11. The chief operating officers of all three bookstore
corporations were paid entirely by the corporation as well
as the chief fiscal officers of the corporations. The
average gross sales and receipts for bookstore corporations
studied was $3,152,969 in FY1976 with average assets of
$1,184,360 in the same year.
12. Health care facility and service corporations were created
to operate a free standing ambulatory health care facility
to serve as an out-patient teaching facility for a medical
school, to operate an entire medical school, to collect
health service fees from students, and to collect pro-
fessional fees related to a medical school.
13. The faculty club corporations had average annual gross
sales and receipts of $321,673.
14. The boards of directors of all the investment corporations
included the president of the universities served but none
of the chief fiscal officers of the universities served.
15. Two of the auxiliary corporations affiliated with the
major public universities were created to support the 4-H
youth programs throughout the state in which they were
found.
16. The nonprofit corporation was utilized to support a variety
of specialized purposes and activities unique to the
universities studied.
C. Implications of Study
The findings of the study have substantiated the fact that
public universities have utilized private nonprofit corporations to a
significant extent and that these corporations have furnished the
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universities with resources that have created operational flexibility
and support to meet institutional objectives. What are the general
implications of the findings of this study?
1. Better Understanding of the Public University Organization
To many outside observers the public university is a single
administrative unit that receives its financial support from
the state through appropriation. Becoming aware of the
existence of the auxiliary corporation should assist in
understanding the complex nature of the university. The
individual or organization doing business with the
university should realize that through the use of the
private corporation, the university may have a legal entity
that is legally outside the control of the state political
structure and bureaucracy. The university may have the
flexibility to address any problem it faces through the
use of the private entity but the choice not to may be an
administrative decision based upon priorities.
2. Increased Creation of Auxiliary Corporations
The knowledge of the existence of the auxiliary corporations
and the degree to which, they have created financial resources
may spark interest at public institutions (universities,
state colleges, and community colleges) that presently do
not utilize this private legal entity to develop resources.
Increasing state controls over a more difficult appropriation
to obtain will result in the leadership of public institu-
tions of higher education to investigate the use of all
possible avenues to create resources and operational
flexibility. Knowledge of the utilization of auxiliary
corporations could very well speed up the process of
creating new corporations within the public sector. This
could be especially true of schools within the university
that may be experiencing a decreasing level of financial
support.
3 . Increased Administrative Interest in Auxiliary Corporations
If the leadership of public institutions of higher education
begins to investigate the utilization of auxiliary corpora-
tions, the various administrative segments of the university
will be required to understand the legal entity and its
peculiar characteristics because they will have the
responsibility of administering these "private" organizations
which have a new set of operating parameters. New budget
processes may have to be developed, new fringe benefit
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programs may have to be established, new auditing require-
ments may have to be examined, the university's information
system may have to be revamped, and/or new "risk seeking"
personnel may have to be recruited.
4. Increased Private Fund Raising Activity by Public
Institutions
The fact that ten universities received over $1,000,000 from
their foundations and that over half of the foundations
received over a $1,000,000 in FY1976 indicates that the
public universities are utilizing the auxiliary corporations
to raise private funds to a significant degree. This
private source of funding for the public institution will
be developed to a greater extent in the future and the
public educational institutions will be developing more
sophisticated fund raising techniques. The fact that the
study uncovered a small number of nonprofit auxiliary
corporations owning business corporations may lead to college
and universities exploring this mechanism as a method for
resource development.
5. Increased Interest in Auxiliary Corporations by Political
Leadership of the State
Although a small number (nine) of the corporations studied
were required to expose the resources of the corporation in
the state budget process at the time the data was collected,
the knowledge of the existence of private auxiliary
corporations affiliated with the university by the political
leadership of any one state could result in increased
interest in the university private resources and the fiscal
autonomy created by the existence of the private legal entity.
6. Support of Independent Colleges and Universities in Seeking
Public Support
If a case can be made that public institutions are developing
a significant amount of support from the private sector,
the independent colleges and universities could be assisted
in their efforts to gain support from public sources.
What are some of the specific internal and external implications of
this study and/or the further development and utilization of auxiliary
corporations by the administration of any one university?
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Internal :
1. Strengths and Advantaqes--The general endorsement of the
further development of private legal entities on and off
the university campus by the trustees might allow the
various segments of the university to address problems in
a comparatively unrestrictive fashion. The freedom allowable
(over 80% of the corporations studied were created for this
purpose) in a private environment would act as an incentive
for many faculty, administrators and students to exercise
their innovative abilities. Faculty may be much more likely
to contribute time to a legal entity over which they exercise
more control, therefore, a private corporation that directly
benefits the university or a segment of the university, may
become the recipient of creative ideas that are constantly
flowing on a university campus. The potential speed of
decision making by the private legal entity may allow that
idea that once was discarded to be resurrected and explored
with success.
A corporation locally created and controlled may also
become an outlet for the development of leadership for the
university. The autonomy of the private legal entity and
"bottom line orientation" will permit the evaluation of
performance of those that are given the authority to operate
in the new environment. Activities in which faculty,
administrators, and students were involved privately might
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become affiliated with the service function of the university
and this recognition might lead to a much higher level of
morale within the university.
The separate corporation may be the mechanism to
by-pass restrictive university policies and state laws and
regulations.
a. Management personnel of the university may have
much more flexibility concerning "corporate"
employees as compared to the "state" employees
of the university. The study also indicated far
less collective bargaining activity in the private
corporations.
b. Expenditures that are necessary to the institution,
but not thought to be "normal" state expenditures
can be processed through the private corporation
without the time consuming, and sometimes
politically damaging approval process of the
state. Expenditures, such as insurance coverage,
that are not appropriate for the state might be
essential for the university when negotiating a
contract for services. Gifts for prominent
alumni in recognition of loyal service may be
very appropriate for a university.
c. The private corporation can borrow funds without
the approval of the state and may by-pass the
necessity for obtaining a special capital outlay
appropriation from the legislature.
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d. The corporation can negotiate a contract with a vendor
and, therefore, potentially save time and money over the
cuffibersoine bidding process of the state.
e. Pa^^ents can be made immediately for services rendered
which may be necessary to obtain the desired service. This
may be particularly significant in those states where
payment for services may be required to be processed
through a state agency.
f. Assets of the corporation can be liquidated when no longer
needed and/or of use and the cash retained for further
utilization which my not be allowable by the university
In some states.
g. The corporation may allow flexibility in determining fees
for services compared to various approvals established by
state rate setting commissions.
2 Weaknesses—The flexibility of the private corporation has the
potential of being a weakness as well as a strength. The freedom
of action of the corporation could create conflict with existing
university procedures and administrative structures. Any new
organization created to support another needs to have its
mission and objectives clearly defined or conflict may arise.
The relationship of the two legal entities should also be
clearly defined to assist in potential liability questiorts.
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The existence of a separate legal entity creates the
additional responsibility for the leadership of the university
to explain the role and need for the corporation to the
many university constituencies. The new organization will
require that the administration of the university establish
and understand an additional set of parameters and operating
policies. The establishment of a corporation will create a
separate set of reporting and filing requirements with the
state and federal governments. The separate corporation will
require another budget process to be coordinated through
another governing-board and require the establishment of a
reporting process to keep the university leadership
appropriately informed.
3- Problems—In the planning process of the public institution
each objective should be evaluated and a determination made
as to whether the private corporation can or should be
utilized to assist in the accomplishment of each particular
objective. The first problem would be to decide the
appropriateness of the corporate form. The corporation
should not be utilized unless the university cannot
satisfactorily resolve the problem through normal sources.
The operational relationship betv/een the private corporation
and the public university needs to be defined. Will the
use of space on the campus require a lease? What university
support services can be provided the corporation and at what
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cost? Are administrative officers oif the university placed
in a compromising position for holding a position in the
corporate structure? If the private corporation gets into
fiscal difficulty, is the university absolved of the legal
and/or moral liability? Are there town/gown problems
created by the entrepreneurial activities of the corporation?
The composition of the controlling board must take
into consideration the constituencies served. Human resources
important to one activity of the university should not be
drawn away by another. The fund raising activity of one
corporation should be coordinated with the development function
of the university or other corporations. Resources allocated
by the corporation should not duplicate resources made
available by the university. The decision making process of
the corporation(s) should be known by the leadership of
the university to maintain appropriate control.
Personnel selected to manage self-supporting auxiliary
organizations need to be screened carefully. They should
be oriented to the "bottom-line”. Unlike many other
activities in higher education the managers responsibilities
for self-supporting activities can be evaluated on the
basis of results. The budget is not an allocation based upon
need but is to a great extent based upon the characteristics
and energy of the manager(s). Does the staff have the
innovative ability to produce income in a manner never tried
before in a particular situation? Are they intrigued with
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producing income from taking risks? The managers of a
self-supporting affiliated corporation cannot cover a
deficit by merely transferring funds, presenting a deficiency
budget to the appropriation source, or asking the trustees
to increase tuition or fees to generate revenue from a
captive market.
External :
Threats and Risks—The flexibility created by the utilization
of auxiliary corporations could bring pressure from several
external groups depending upon the political climate of the
state and depending upon how extensive the university
develops the use of these private legal entities. If the
university already enjoys a significant amount of fiscal
autonomy from the state bureaucratic and legislative structure,
the use of auxiliary corporations may not be given any
attention. However, in a state where the university is
seeking channels to get out from under a great deal of
political influence, the creation and utilization of auxiliary
corporations must be accomplished in a very discreet
manner. Even though this study indicates that the appropria-
tion isn't being significantly influenced by the existence
of auxiliary corporations fiscal autonomy in many states is
a politically sensitive issue. If the executive branch
perceives that it will have less control over the management
process, it may bring pressure on the university when it
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attempts to develop and utilize the private legal entity.
If the legislative branch concludes that its influence on
behalf of the taxpayers is diminishing, even though fiscal
autonomy has been legislatively granted, pressure may be
felt during the budget process as well as through other
legislative processes.
If the activities of the nonprofit corporation or
business corporation controlled by the nonprofit corporation
begin to compete with the business community in the local
area or even throughout the state, the university may have
a town (state)/gown problem to address. If this issue
becoiies serious enough, it may have an effect on the ability
of the university to raise private funds or to gain support
for increased appropriations. If the nonprofit corporation
extends itself into significant unrelated business
activities, the university may be challenged by the Internal
Revenue Service which again may result in negative public
reaction.
The extent to which the activities of the auxiliary
corporation (s) compete with the fund raising structure of
the independent sector of higher education will determine
the amount of reaction fran that source. If the auxiliary
corporation bacomes eligible for funding sources (i.e., state
bonding authorities, foundations, etc.) that have been
traditionally the domain of the independent colleges, they
may be perceived as a threat and again incur subtle pressure
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from several sources including the legislators that have
traditionally supported the independent sector.
2. Opportunities-
-The auxiliary corporation, being relatively
free from state administrative law and policy, has the
flexibility to address any problem or need facing the
university. The only restriction, assuming the charter has
been written in broad enough form, is the availability of
raising adequate resources to accomplish defined objectives,
and the private corporation may in fact have ready access
to resources not available to the university to accomplish
these objectives. Individuals and corporations may more
likely donate cash, controlling stock ownership, art work,
real estate, patents, manuscripts, etc. to a private legal
entity out from under the control of the state than to take
the risk that the state may, through legislative or other
political influence, utilize the asset in a manner not
suitable to the donor. Foundations may not be permitted
under governing policy to fund publicly created and controlled
agencies and subdivisions. The corporation may be able to
apply and receive federal grants more readily because of
matching requirements or time constraints. The private
corporation may accomplish objectives by debt financing
not permissable under state law.
The auxiliary corporation may be utilized in a manner
that provides a needed service to the university or a sub-
division of the university but may be outside the direct
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S6rvic6 pararnstsrs of th@ univarsity. The engineering faculty
may want to participate, in the development of a "research
park". The business faculty and students may want to establish
a marketing research firm as a learning laboratory. The
administration may want to enter contractual arrangements
with organizations outside the state or country not
permissable under state regulations. A donor may offer the
university a gift that is entrepreneurial in nature and the
private corporation may be necessary to assume the financial
and public relations risk. The university may be asked to
participate in the development of land directly adjacent
to the campus for residential, industrial, and/or commercial
purposes, and although it may be beneficial for the
university to participate for various reasons, a state entity
may not be able to get directly involved in such activities.
The private corporation may be the mechanism to obtain
private leadership (Board of Trustees may be political
appointees with much less talent or resources needed by the
university) involved and supporting the public university.
The administration may be able to recommend individuals to
serve on corporate boards whov would not be considered for
appointment as Trustees. The private corporation may
through these new contacts gain access to resources not
presently available to the university. This may be the
process through which the university can approach "new money"
that is looking for an association with an educational
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institution. Members of boards of directors of private
auxiliary corporations may also have access to political
influence not available through trustees.
All of the above potential external opportunities
brought about by the utilization of private auxiliary
corporations may assist the university to step into the
economic and social mainstream of the society it is attempting
to serve.
D. Additional Research
Because there has been very little research conducted in the
utilization of auxiliary corporations at the major public universities,
there seems to be an opportunity to further the investigation of this
study. The following are a few of the additional areas that could be
researched:
1. Why the variation in number of corporations from one
university to another? The study has shown that some
universities have no auxiliary corporations and some
have more than ten operating on their campuses. What
are the factors that lead to this variation?
2. What has the political attitude been towards public
institutions developing private resources? The results
of the study seem to indicate that there is very little
correlation between the fiscal support from the state and
the know! edge of the state concerning the private resources
of the university. The leadership of the universities
would want more information concerning this issue prior
to expanding the fund raising activity of the private
auxiliary corporation.
3. What are the factors that contribute to the successful
development and utilization of auxiliary corporations?
Public institutions in the same state may differ widely
in the amount of resources derived from auxiliary
corporations. Why the difference?
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4. What is the historical background of the various types
of auxiliary corporations? Many different types of
corporations and their characteristics were uncovered,
however, a case study of the creation and development of
a particular type would be of assistance to administrators
within public higher education.
5. How is control of the corporation maintained to insure
appropriate support of university objectives? The study
addressed such items as make-up of boards of directors
and budget process, however, a detailed study of control
or lack of control would be of assistance in uncovering
operational problems.
6. How are private colleges and universities utilizing
auxiliary corporations? Although the initial response to
this question indicated that the private institutions
already have the flexibility thus do not have the need to
create separate corporations, there is evidence that the
private sector has created auxiliary corporations for
various reasons.
7. To what extent have private colleges and universities
created business corporations to generate resources for
the support of their institutions? If the private
educational institutions have or are planning to utilize
this concept, the auxiliary corporation supporting the
public sector could duplicate this approach.
8. A study should be designed to lead to the development and
testing of an objective model whereby a university could
assess the nonprofit corporation approach as an option
within its own institutional environment.
9. As pointed out in The University Connected Research
Foundation study, conducted at the University of Oklahoma,
a study should be conducted to evaluate the cost effective-
ness of nonprofit corporations vs. other approaches which
might be utilized to accomplish the objectives of the
various corporations.
10. A study should be conducted to analyze the decision-making
process of the various types of auxiliary corporations to
be compared with the results of the study referred to
above conducted at the University of Oklahoma.
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Letter of Commitment to Study from National
Association of College and University Business
Officers (NACUBO)
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Officers
Of?5e@ ot
ExieuSIve Vice Prescdertj January 14, 1977
Mr. Robert V. G.-5iley
Dears ©f ^daini s t ra t i on
Grgenfjeld CooiiBunity College
Greenfield, Ha.ssarhu«.etts OriOl
Dear Mr. Gailey:
KACUBD is very interesred in yoisr disseitation research proposal
concerning affiliated taa^-exempt cot pors t j ons being utilized for the
sypporE ©f coll eges and universi 1
3
as
,
Because ©f our interest in the project* we would be pleased to offer
the following.'
1. Office space, including desk and access to a telephone*
when y©y are in k’ashingtOB,
2. Hailing addresses and labels for ©ailing to NACDBO
primary representatives.
3. End©ri€raant ©f any surveys you would conduct with NACUBO
seabers
.
We would be irsterested ic Che opportunity to publish the results* with
the stipul*ti©Ri- that they would fee of genersi use aed that they might be
condensed for geneml information rather than as extensive as required for
a doctoral dissertation^ '
For esspense® involved in traveling to Washington, and developing
survey instruments* mailing and processing of the data* w@ would consider
s budget request fr®® you* but I can make no commitment; I would have a
positive interest iss reviewing this with the Treasurer of NACUBO.
I look forward to hearing from you*
B. F* Fina
Executive Vice Fresidest
BFF t wb
APPENDIX B
List of Auxiliary Corporations at 111 Major
Universities Uncovered by a Search of the
Literature
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AUXILIARY CORPORATIONS AT 111 MAJOR UNIUERSITIE5
UNCOUERED BY A SEARCH OF THE LITERATURE
1. ALABAMA A & M UNIVERSITY - Normal, Alabama
a. Alabama ASM Uniueralty Foundation
b. Alabama A fl M Alumni Club of Greater Neuj York
2. AUBURN UNIVERSITY - Auburn, Alabama
a. Auburn Alumni Association Scholarship Fund
b. Auburn Unluerslty Foundation
c. Auburn Research Foundation, Inc.
3. UNIVERSITY OF ALABAMA (TUSCALOOSA) - University, Alabama
a. University of Alabama Alumni Aaaoclatlon
b. University of Alabama Law School Foundation
c. University of Alabaraa-Hunteville Foundation
A. UNIVERSITY OF ALABAMA - Birmingham, Alabama
a. University of Alabama Health Services Foundation
b. University of Alabama Medical Center Foundation
5. UNIVERSITY OF ALASKA - Fairbanks, Alaska
a. University of Alaska Alumni Aasoclatlon
b. University of Alaska Foundation
6. ARIZONA STATE UNIVERSITY - Tempe, Arizona
a. The Arizona State University Alumni House
b. Arizona State University Foundation
c. Arizona State University Lau School Alumni Asaaclatlon
7. UNIVERSITY OF ARIZONA - Tucson, Arizona
a. University of Arizona Foundation
b. University bf Arizona Alumni Aaaociation
8. UNIVERSITY OF ARKANSAS - Fayetteville, Arkansas
a. University of Arkanaaa Foundation for International Exchange of
Students
b. University of Arkansas Foundation, Inc.
e. University of Arkansas Lau School Foundation
d. Unlvaraity of Arkansas Endoumant anc Truat Fund
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9. UNIVERSITY OF ARKANSAS - Pine Bluff, Arkansas
a. University of Arkansas Foundation for Internation Exchange of
Students
b. University of Arkansas Foundation, Inc.
c. University of Arkansas Laui School Foundation
10. UNIVERSITY OF CALIFORNIA (BERKELEY) - Berkeley, California
a. University of California Laui School Association
b. University of California Band Tour Council
c. University of California Berkeley Foundation
d. University of California Student Newspaper
e. The University Students Cooperative Association
f. California (Berkeley) Alumni Foundation
11. UNIVERSITY OF CALIFORNIA (IRVINE) - Irvine, California
a. University of California Irvine Medical Faculty lillvess Association
12. UNIVERSITY OF CALIFORNI'A - Los Angeles, California
a. University Cooperative Housing association
b. CSU, Los Angeles Foundation
c. UCLA Progress Fund, Inc.
13. UNIVERSITY OF CALIFORNIA - Santa Barbara, California
a. University of California Santa Barbara Alumni Association
14. COLORADO STATE UNIVERSITY - Fort Collins, Colorado
a. Colorado State Unlverelty Foundation
b. Colorado State University Research Foundation
c. Colorado State University Development Fund
15. UNIVERSITY OF COLORADO - Boulder, Colorado
a. University of Colorado Foundation, Inc.
b. University of Colorsdo Student Newspaper
c. The University of Colorado Lay Review Incorp.
16. UNIVERSITY OF CONNECTICUT - Storra, Connecticut
a. The University of Connecticut Faculty Alumni Center, Inc.
b. University of Connecticut Foundetion Inc.
c. University of Connecticut Alumni Association
d. University of Connecticut Cooperative Corp.
e. University of Connecticut Health Center Aeaociatlon
f. University of Connecticut Reaearch Foundation
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i/. OELAliJARE STATE COLLLGT - Dover, Oelauiare
a. Oelaivare Stal.e College Alumni Association
18, UIMIUERSITV GF ULLAuiAHE - Newark, Delaware
a. University nf Delaware Library Associates, Inc.
b. University of Delaware Sailing Asaociation
0 . University of Delaware Research Foundation
19. FEDERAL CITY COLLEGE - UlBshington, D. C.
a. Federal City College Urban Higher Education Fund
b. Federal City College Foundation
70 . FLORIDA A & M UNIVERSITY - Tallahassee, Florida
a. Florida A 8, M University Foundation, Inc.
21. FLORIDA STATE UNIVERSITY - Tallahaaaee, Florida
a. The Florida State University Foundation, Inc.
22. UNIVERSITY OF FLORIDA - Galnsworth, Florida
a. Law Center, University of Florida
b. University of Florida Foundation, Inc.
23. FORT VALLEY STATE COLLEGE - For Valley, Georgia
a. Fort Valley College Center, Inc.
b. Fort Valley State College Foundation, Inc.
c. Fort Valley State College National Alumni Aasociation, Inc.
24. GEORGIA INSTITUTE OF TECHNOLOGY - Atlanta, Georgia
a. Georgia Tech. Foundation, Inc.
b. Georgia Tech. Netional Alumni Association
0 . Georgia Tech. Research Institute
d. Georgia Tech. Athletic Asaociation
25. UNIVERSITY OF GEORGIA - Athens, Georgia
a. University of Georgia Athletic Association, Inc.
b. University of Georgia Foundation
26. UNIVERSITY OE HAUAII - Honolulu, Hawaii
a. University of Hawaii Foundation
b. Reaearch Corporation of the University of Hawaii
27. UNIVERSITY OF IDAHO - Moacou, Idaho
a. University of Idaho Foundation, Inc.
b. University of Idaho Research Foundation, Inc.
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28. SOUTHERN ILLINOIS UNIUERSITV - Carbonrinle, Illinois
a. Southarn Illinois University Foundation
29. UNIUERSITV OF ILLINOIS - Urbana, Illinois
a. Illlnais Archaeological Survey, Inc.
b. University of Illlnais Alumni Association
c. University of Illinois Foundation
d. University of Illlnaia Library School Association
e. Student Center: University of Illinois
f. University of Illinois Student Newspaper
30. INDIANA UNIUERSITV AT BLOOMINGTON - Bloomington, Indiana
a. Indiana University Alumni Association, Inc.
b. Indiana University Campus Christian Ministry Inc.
c. Indiana University Foundation
31. PURDUE UNIUERSITV - Lafayette, Indiana
a. Purdue Student Publishing Foundation
b. Purdue Alumni Foundation
c. Purdue Home Economics Alumni
d. Purdue Research Foundation
e. Purdue Student Housing Corporation
F. Purdue Alumni Scholarship Foundatlr.n
g. Purdue University Agriculture Alumni Seed Imprdvement Foundatidn
32. lOUA STATE UNIVERSITY - Ames, Ipub
a. Idua State Unlveralty Agricultural Fcundatlon
b. Iduia State University Alumni Achievement Fund
c. loua State University Fnundation
d. Idue State University of Science and Technology, Marston
Medal Fund
B. The loua State University Press
f. louiB State University Research Foundation, Inc.
g. Iowa State Daily Publication
h. loua State Memorial Unlcn
1. loua State University Alumni AasbCiatlon
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33. UNIVERSITY OF IQUA - Iowa City, laua
a. loiija Council on Ccnomlc Education
tj. Uniuersity of Inuia Facilities Corp.
c. University of louia Foundation
3A. KANSAS STATE UNIUERSITY - Manhatten, Kansas
a. Kansas State University Endoiiimen t Association
b. Kansas State University Research Foundation
35. UNIUERSITY OF KANSAS - Laurence, Kansas
... Kansas University Endaument Association
b. University of Kansas Athletic Corp.
c. University of Kansas Center For Research, Inc.
d. The University of Kansas Law Review
e. University of Kansas Memorial Corp.
36. KENTUCKY STATE UNIUERSITY - Franfort, Kentucky
a. Kentucky State University Foundation, Inc.
37. UNIUERSITY DF KENTUCKY - Lexington, Kentucky
a. Uniuersity of Kentucky Athletic Association, Inc.
b. University of Kentucky Research Foundation
c. University of Kentucky Uarsity Letterroen’s Association, Inc.
d. University of Kentucky Uomen's Club Aid Fund
38. LOUISANA STATE UNIUERSITY - Baton Rouge, Loulsana
a. Loulsana State University Foundation
39. SOUTHERN UNIUERSITY - Baton Rouge, Ldulaana
a. Southern University Foundation
40. UNIUERSITY OF MAINE - Bangor, Maine
a. University of Maine Foundation
b. University of Maine General Alumni Association
c. Unlveraity of Maine Pulp and Paper Foundation
41. UNIVERSITY OF MARYLAND (COLLEGE PARK) - College Park, Maryland
a. University of Maryland Alumni Asaoclatidn
42. UNIVERSITY OF MASSACHUSETTS (AMHERST) - Amherst, Massachusetts
a. University of Massachusetts Foundation, Inc.
b. The Maasachuaetts Ravleii Inc.
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U3. MICHIGAN STATE UNIUERSI TV - East Lansing, Michigan
a. Michigan Rural Safety Council
b. Michigan State Unluerslty Foundation
c. Michigan State Unlveralty Preaa
UU. UNIUERSITV OF MICHIGAN (ANN ARBOR) - Ann Arbor, Michigan
a. University of Michigan University Musical Society
b. University of Michigan Student Newspaper
c. Board in Control of Athletics of the University of Michigan
AS. UAVNE STATE UNIUERSITV - Detroit, Michigan
a. Uayne State Fund
A6. UNIUERSITV OF MINNESOTA - Minneapolis, Minnesota
a. Minnesota Human Genetics League, Inc., University Campus
h. Mlnneosota Law Review Foundation, University of Mlssesota
c. Minnesota Ornithologist:) Union, University of Minnesota
d. Minnesota State Council on Econoralc Education, Uest Bank University
B. University of Minnesota Feundatlen Minnesota
A7. ALCORN STATE UNIUERSITV - Lorman
,
Mississippi
a. Alcprn State University Foundation, Inc.
A0. MISSISSIPPI STATE UNIVERSITY - Mississippi State, Mississippi
a. Mississippi State Unluerslty Alumni Foundation
b. Hlsslaslppi State Unlveralty Development Foundation, Inc.
49. UNIUERSITV OF MISSISSIPPI - University, Mississippi
a. University of Mississippi Alumni Foundation
b. University of Mississippi Press
50. LINCOLN UNIVERSITY - Jefferson City, Missouri
a. Lincoln University Faundation
51. UNIVERSITY OF MISSOURI (COLUMBIA) - Columbia Mlasouri
a. Mlsaourl Archaeological Society Inc., Unlveralty of Mlasouri
b. The Missouri 4-H Foundation, Unluerslty of Missouri
c. University of Mlsaourl College of Agriculture Foundation
d. University of Missouri Law School Foundation
B. Unlveralty of Mlsaourl Medical School Foundation, Inc.
5Z. UNIVERSITY OF MISSOURI (KANSAS CITY) - ManeBa City, Mlsaourl
NONE
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•53. UNIUERSITV QF MISSOURI (ROLLft) - Rcilla, Missouri
NONE
5k. MONTANA STATE UNIVERSITY - Bozeman, Montana
a. Montana State Unlueralty Alumni Association
b. Montana State University Athletic Scholarship Associatinn
c. Montana State University Book Store, Inc.
d. MSU Endowment and Research Foundation
55. UNIVERSITY OF MONTANA - Missoula, Montana
a. Unluersity oF Montana Alumni Association-Development Fund
b. University of Montana Foundation
c. University oF Montana Readers Theatre
d. Associated Student Stores at the University oF Montana
56. UNIVERSITY OF NEBRASKA - Lincoln, Nebraska
a. University oF Nebraska Foundation
57. UNIVERSITY OF NEVADA - Reno, Nevada
a. University oF Nevada Alumni Association, Inc.
b. University oF Nevada Student Aid Fund, Inc.
58. UNIVERSITY OF NElil HAMPSHIRE - Durham, New Hampshire
NONE
59. RUTGERS, THE STATE UNIVERSITY - New Srunsuick, New Jersey
a. Rutgers University Student Newspaper
b. Rutgera Research and, Educational Foundation
c. Rutgera University Foundation
60. NEiil MEXICO STATE UNIVERSITY - Las Cruces, New Mexico
a. New Mexico State University Foundation
b. New Mexico State A-H Club Fund
61. UNIVERSITY QF NEli) MEXICO - Albuquerque, New Mexico
a. New Mexico Research and Study Council
b. University oF New Mexico Alumni Association
c. University of New Mexico Law School Foundation
d. Univeraity of New Mexico School of Buslneaa and Administrative
Sciences Foundation
62. CITY UNIVERSITY OF NEUI YORK - New York, New York
a. Research Foundation of the City University of New York
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63, STATE UIMIUERSITY OF NElil YORK (ALBANY) - Albany, Neu York
a. The Rsaeerch Fgundetlon of the State University of New York
b. State University of New Jork at Albany Benevolent Association, me.
c. State University of New York at Albany Foundation, Inc.
61*. STATE university OF NEU YORK (BINGHAMTON) - Binghamton, New York
a. State University of New York at Binghamton Alumni Associai, inn
65.
STATE UNIVERSITY OF NEliJ YORK (BUFFALO) - Buffalo, New York
a. State University of New York at Buffalo School of Dentistry
Alumni Assoclatlnn
66. STATE UNIVERSITY OF NEW YORK (STONVBROOK) - StonyBrook, New York
NONE
67. north CAROLINA STATE UNIVERSITY (RALEIGH) - Raleigh, North Carolina
a. North Carolina State University Agricultural Foundation
b. North Carolina State University Dairy Foundation
c. North Carolina State University Design Foundation
d. North Carolina State University Education Foundation
e. North Carolina State University Engineering Foundation
f. North Carolina State University Forestry Foundation
g. North Carolina State University A-H Club Foundation
h. North Carolina State University Humsnltles Foundation
1. North Carolina State University Pulp and Paper Foundation
j. North Carolina State University Textile Foundation
k. North Carolina State University Foundation
66. NORTH CAROLINA A a T STATE UNIVERSITY - Greensboro, North Caroiina
a. The Endowment Fund of the Agricultural and Technical College
of North Carolina
69. university OF NORTH CAROLINA (CHAPEL HILL) - Chapel Hill, North Carolina
a. University of North Carolina Preae
70. NORTH DAKOTA STATE UNIVERSITY - Fargo, North Dakota
a. North Dakota State University Alumni Association
b. North Dakota State University Development Foundation
c. North Dakota State University Flying Club, Inc.
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71. US^ilVERSITY OF i\SCRTH OAHQTA - Grand Forks, (^orth Dakota
a. Univaraity of North Dakota Athlatic Asaaclation
b. URivsriity of North Dakota Faculty Club
c. The University of North Dakota Lasjj Schaol Foundation
d. The University of North Dakota Alumni Oavslopment Fund
72. KENT STATE UNIUERSITY - hsnt, Ohio
a. Henr State Univarsity Foundation
b. Kent State Uniuersity Sailing Club
73. ,'liAMI UNIVERSITY OF OHIO - Oxford, Ohio
a. Miami University Foundation, Inc.
b. Miami University Pulp and Paper Foundation
74. OHIO STATE UNIUCHSITV - Calumbus, Ohio
a. Ohio State University Association
b. The Ohio State University Oevelopment Fund
c. Ths Ohio State University Research Foundation
d. Tha Ohio State University Student Loan Foundation, Inc.
e. The Ohio State University Veterans Association of Columbus, Ohio
75. OSiio University, Athens, Ohio
a. Ohio University Foundation
7S. LANGSTON UNIVERSITY - Langston, Ohio
a. Langston University National Alumnaa Asaociatian, Inc.
b. Larigatan University Developrasnt Foundation
77. OHLAHOMA STATE UNIVERSITY - Stilluatar, Oklahoma
a. Oklahoma State Univaralty Devalopment Foundstion
b. Oklahoma State Univeraity Education and Research Foundation, Inc.
78. UNIUERSITY OF OKLAHOMA - Norman, Oklahoma
a. Qklaharaa University Student Loan Aid Association
D. The Uniuersity of Oklahoma Foundation, Inc.
c. The Univeraity of Oklahoma Research Institute
79. OREGON STATE UNIVERSITY - Corvallis, Oregon
a. Oregon State University Alumni Association, Inc.
b. Oregon Stats Uniuersity Faundation
c. Oregon State University YMCA-YyCA Round Table Memorial Union
d. Oregon State University Sookatore
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60, UNIVERSITY OF OREliOtM - Eugene, Oregon
a. Unlueralt.v nf Ormion Deuelopment, Funri
b. Athletic Booster Club
c. Uniuersity nf Oregon Student Neuspaper
d. University nf Oregon Bookstore
81. PENN STATE UNIVERSITY - University Park, Penn-.y I vai 1
1
a
a. Pennsylvania Research Corporation
02, temple university - Philadelphia, Pennsylvania
a. Temple University Hospital Auxiliary
b. Temple University Laiv Foundation
c. The Temple University Music Festival & Institute liioraen's ll’iinmi I, ten
03. UNIVERSITY _0F PITTSBURGH - Pittsburgh, Pennsylvania
NONE
BA. UNIVERSITY OF PUERTO RICO - San Juan, Puerto Rico
a. University of Puerto Rico School of Tropical Medicine
05. UNIVERSITY OF RHODE ISLAND - hlngston, Rhode Island
a. University of Rhode Island Foundation
06. CLEMSON UNIVERSITY - Cleraaon, South Carolina
a. Clemson University Foundation
b. Clemson Alumni Association
c. The Clemson Engineering Foundation, Inc., College of Engineering
d. Clemson University Forestry Alumni Association
07. SOUTH CAROLINA STATE UNIVERSITY 0 Orangeburg, South Carolina
NONE
00. UNIVERSITY OF SOUTH CAROLINA - Columbia, South Carolina
a. Univeralty of South Carolina Business Partnership Foundation
b. The Unlueraity of South Carolina Educational Foundation
89. SOUTH DAKOTA STATE UNIVERSITY - Brookings, South Dakota
a. South Dakota State University Foundation
90. UNIVERSITY OF SOUTH DAKOTA - Vermillion, South Dakota
a. University of South Dakota Endowment Aasociation
b. The University of South Dakota Foundation
c. The University of South Dakota Law School Foundation
91. TENNESSEE STATE UNIVERSITY - Nashville, Tennessee
a. Tennessee State University Foundation
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92. UNIUEHSITY OF TENNESSEE (KNQXUILLE) - Knimyille, Tennessee
a. University of Tennessee Hospital Auxiliary
b. The University of Tennessee Research Corp.
c. Arboretum Society
93. PRAIRIE V/IEU A & M UNIUERSITV - Prairie Uieu, Texas
NONE
9A. TEXAS A a M UNIUERSITY SYSTEMS - College Station, Texas
a. Texas A a M Research Foundation
b. Texas A a M University Development Foundation
c. Texas A a M Foundation
95. TEXAS_ SOUTHERN UNIUERSITY - Houston, Texas
'
a. Texas Southern Lauj School Alumni Foundation, Inc.
96. TEXAS TECH. UNIVERSITY - Lubbock. Texas
a. Texas Tech. University Foundation
b. Texas Tech. University Law School Alumni Association
c. Texas Tech. Unlveralty Medical School Foundation
97. UNIVERSITY OF HOUSTON - Houston, Texas
a. University of Houston Alumni Federation
b. University of Houston College of Business Alumni Educational
Foundation
c. University of Houston Foundation
d. The University of Houston Legal Research Service
98. UNIVERSITY QF TEXAS (AUSTIN) - Austin, Texas
a. University of Texas Foundation
b. Unlveralty of Texas Foundation No. 1, Inc.
c. The University of Texas Foundation, No. 2, Inc.
d. University of Texas Inter-Co-operative Cpuncil, Inc.
e. Unlveralty of Texas Lam School Foundation
f. University of Texas Student Newspaper
g. Development Fund of the University of Texas
99. UNIVERSITY OF UTAH - Salt Lake City, Utah
a. Unlveralty of Utah Development Foundation
b. University of Utah Research Foundation
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ino. UTAH STATE UNIVERSITY - Lagan, Utah
a. Utah State Uniuerslty Oewelopment Fund
b, Utah Stntf Unlufraity Foundation
ini. UNIVERSITY OF UEHMONI - Burlington, Vermont
a. Unlueralty of Vermont Family Associates Public Relations Office
b. Unlweraity of Vermont Medical Alumni Association
102. COLLEGE OF THE VIRGIN ISLANDS - St. Thomas, Virgin Islands
NONE
1G3. UNIVERSITY OF VIRGINIA - Charlottsuille, Virginia
a. Uniuerslty of Virginia Alumni Fund Inc.,
b. Uniuerslty of Virginia Business School Sponsors
c. Uniuerslty of Virginia Hospital Auxiliary
d. The Uniuerslty of Virginia Medical School Foundation
e. Picasso Sculpture Fund: Uniuerslty of Virginia
f. Scholarship Fund: Uniuerslty of Virginia
lOL. VIRGINIA POLYTECHNIC INSTITUTE AND STATE UNIVERSITY - Blacksburg, Vs.
a. Virginia Polytechnic Institute Educational Foundation
IDS. VIRGINIA STATE COLLEGE - Petersburg, Virginia
a. Virginia State College Foundation
106. UNIVERSITY OF WASHINGTON - Seattle, Washington
a. The Uniuerslty nf Washington Foresters Alumni Association
Scholarship and Research Fund
0. Uniuerslty of Washington Yacht Club
107. WASHINGTON STATE UNIVERSITY - Pullman, Washington
a. Student Book Corporation at Washington State University
IDS. WEST VIRGINIA UNIVERSITY - Morgantown, West Virginia
a. West Virginia Unlueralty Foundation, Inc.
109. UNIVERSITY OF WISCONSIN (MADISON) - Madison, Wlsconain
a. Uniuerslty of Wisconsin Foundation
0. Unlueralty of Wisconsin School of Pharmacy Alumni Associ atlon , Inc
.
c. Uniuerslty of Wisconsin Student Newspaper
d. Uleconsin Alumni Research Foundation
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10. UNIUERSITY OF UlISCOIMSIN (MIUilAUHEE) - Milyaukee, bllscongin
NONE
11. UNIUERSITY OF WYOMING - Laramie, tilyomlnq
a. Uniueraity of Wyoming fllumnl Association
b. The University of Wyoming Foundation
APPENDIX C
Letter of Support from National Association
State Universities and Land Grant Colleges
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NATIONAL ASSOCIATION
OF STATE UNIVERSITIES
AND LAND-GRANT COLLEGES OFI icr: or RESEAKCH AND INEOnMATION
One Duponl Circle, N.W.. Suite 710, Washington, D. C. 20036 202/293-7 1 20
March !, 1977
Mr., D. F. Finn
Executive Vice President
National Association of College
& Unlv. Business Officers
Suite 510
One Dupont Circle, NW
Washington, DC 20036
Dear Mr. Finn:
I*m writing to advise that I've had several conversations with
Mr. Robert Gailey on the subject of his projected doctoral disi-oi-
tation on university and college foundations. He mentioned to me
that you and he have discussed the study at some length, and I
attempted to relay to him some leads which might help him at the
state and land-grant universities.
I told Mr. Gailey that we would very likely be interested in his
finished dissertation, either with a view to considering some assist-
ance in Its publication or in purchasing a number of copies for the
NASULGC membership. It occurred to us that his finished study might
be of particular interest to development officers at the state and
land-grant universities, for example.
In any case, T would like at this stage to let you know of our
interest, and I have assured Mr. Galley that we would try to be of
whatever help ve can in the coming months.
/
GFH;kJl
CC to: Robert Galley
Ralph K. Executive Director Garv£n F. Hudgins, Director, Office of Research and Informaiion
APPENDIX D
Questionnaire #1— Forwarded to University
Chief Fiscal Officer
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1. liihich of the terms listed belou best describes the predominant relationship
of your University Administration to the budgets of the auxiliary corporations?
(Circle one) '
.
a. Develops corporation budgets.
b. Revieys corporation budgets.
c. Approves corporation budgets.
d. Submits requests for support for inclusion in corporation budgets.
e. None of the above.
2. If auxiliary corporation budgets include general support or reimhursenient of
expenses to your University, are those amounts included in the C P. n Budget
of the University Indicated on the opposlts' side? (Circle one)
a. YES b. PARTIALLY c. NO
3. Is your University required to expose the resources of the auxiliary
corporations uhen submitting a budget request to the state legislature anri/nr
agency responsible for coordinating state budget requests? (Circle one)
a. YES b. HO
A. In your opinion, does the state legislature take into consideration the
resources of the auxiliary corporations in determining the appropriation for
your University? (Circle one)
a. YES b. DIO
5. The number of auxiliary corporations affiliated with your University over
the past five years has: (Circle one)
a. INCREASED b. STAYED THE SAME c. DECREASED
6. Over the past five years, auxiliary corporations have furnished uhat share
of the total dollars available to your University? (Circle one)
a. GREATER b. STAYED THE SAME . SMALLER
7. Do you anticipate that your University uill utilize the private tax-exempt
corporation to a greater extent in resource development in the next five
years? (Circle one)
a. YES b. DIO c. DODI'T KDIOlii
a. Do you anticipate that your Univeralty uill be creating additional tax-exempt
auxiliary corporations in the next fiscal year? (Circle one)
a. YES b. DIO c. DODI'T hDIDtl
9. Are the accounts of the auxiliary corporations maintained by the
administration of your University? (Circle one)
a. YES b. PARTIALLY c. DIO
ID. Are the auxiliary corporatlonB included in the management information
system of your University? (Circle one)
a. YES ' b. PARTIALLY B. DIO
11. Dobs the same agency or firm that audits your University, audit the tax-exempt
auxiliary corporationa? (Circle one)
a. YES b. PARTIALLY c. NO
12. Do the audited flnariclal statements of the auxiliary corporations normally
became a part of thf annual financial statements of your University?
(Circle one)
a. YES b. DIO
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APPENDIX E
Letter of Endorsement from D. F. Finn,
Executive Vice President, NACUBO
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NACUBO National Association of College and University Business OflicersDne Dupont CtcIo. Suiln 510. Wnnhinqlon, 0 C ?0036 • 002/298-23'14
Office of !ho
Executive Vice Prosidenf Mny 23, 1977
Dear Colleague:
In the past several years, there has been interest in the separate
corporations and organizations associated with institutions of higher
learning. We have received questions and inquiries concerning the use by
institutions of separately Incorporated organizations, but we have had very
little information or data to support any response.
Mr, Robert W. Galley of the University of Massachusetts Center for
Educational Research is conducting a study to determine the financial char-
acteristics of the tax exempt ancillary corporations affiliated with major
public universities. l^CUBO would like to encourage your assistance in
this survey. The names of the universities and the Individual corporations
will not be published, and you will receive a copy of the results when
completed.
Mr. Galley has given NACUBO the opportunity to review his questionnaire
and to make suggestions for modification and improvement. It has been the
general policy of the NACUBO Board to encourage useful research efforts with
the understanding that, prior to such surveys, they would be reviewed by an
appropriate individual or individuals at NACUBO. This we have done. We
encourage you to take the time to complete this survey, as we believe the
results could be useful.
X realize that you are besieged with many requests for data and for
completion of surveys. However, the information uncovered by this study
should be of Interest to all of us.
X appreciate your assistance in this matter.
D. F. Finn
Ebcecutlve Vice President
DFFtsp
APPENDIX F
Cover Letter Forwarded to Universities Chief
Fiscal Officer
'f/aUac£uSe/tS'
/yn/i<ers//^ ^ ^faUrrrjff/^m
0/003
SCHOOL OF EDUCATION
Center for Educational Research May 24, 1977
Dear
As indicated by Mr. Finn, the members of the Center for Educational
Research of the University of Massachusetts School of Education are in the
process of conducting a study to determine the utilization and financial
characteristics of the tax-exempt auxiliary corporations affiliated with the.
major public universities. Your institution has been selected to participate
in this study because it is a major public university and is a member of both
NACUBO and the National Association of State Universities and Land-Grant
Colleges.
As the first step in the process of collecting our data, would you
please list on the attached questionnaire aJJ^ those affiliated or subsidiary
legal entities (frequently called “satellite corporations") which are separately
organized and incorporated and which have some direct associational relationship
with your university. If you have none, would you please so indicate and return
the questionnaire. Do not include social fraternity and sorority alumni or chapter
corporations. However, we do want those that have been created for fund raising,
research, auxiliary services (housing, food service, bookstores, faculty clubs,
fraternity management associations, etc.), and any other specialized corporations
that have been created by the various segments of your university.
When we receive your response, a more detailed questionnaire will be
forwarded to each corporation. The names of the universities and individual
corporations will not be published.
Thank you very much for your assistance.
Sincerely,
Robert W. Galley
Research Associate
RWGimm
Enclosure
APPENDIX G
First Follow-Up Letter Forwarded to
Universities Chief Fiscal Officer
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SCHOOL OF EDUCATION
Center for Educational Research
Approximately six weeks ago you received a letter
of endorsement from NACUBO and a letter from me re-
questing data concerning the utilization of auxiliary
tax-exempt corporations affiliated with your University.
Thus far we have received a return from nearly
60% of the 110 major universities being surveyed and
have uncovered over 160 auxiliary corporations. We
would hope that the data from your University would
be included in this study. Would you please list on
the attached questionnaire, all those affiliated or
subsidiary entities (frequently called "satellite
corporations") that are separately organized and
incorporated and which have some direct associational
relationship with your University. The name of the
university and/or corporation will not be published
in the study.
If the response has been returned or is in the
process of being completed, please disregard this
reminder. We appreciate your participation.
Sincerely,
RWG:mm
Enel
.
Robert W. Gailey
Research Associate
APPENDIX H
Second Follow-up Letter Forwarded to
Universities Chief Fiscal Officer
SCHOOL OF EDUCATION
Center for Educational Research
August 1, 1977
Three weeks ago I sent you a reminder and
indicated that we would appreciate your participation
in the study concerning the utilization of auxiliary
corporations by the major public universities. We
have not received a response from you thus far, and
we are finalizing the data collection phase of this
study.
We would certainly appreciate your university
participating, so I have included one more question-
naire in an attempt to convince you to complete and
return it.
Thank you.
Sincerely,
Robert W. Gailey
Research Associate
RWG:mm
Enel.
P.S. If you do not intend to complete and return the
questionnaire would you please circle one of the
following responses and return this note in the
envelope enclosed for your convenience.
We will not participate in the study because:
1. We do not have the time.
2. We do not release information of this type.
3. We do not see any value in the study.
4. Other
appendix I
Cover Letter Forwarded to Corporations ChiefOperating Officer
- 17/002
SCHOOL OF EDUCATION
Center for Educational Research
As indicated by the attached letter of endorse-
ment from the National Association of College and
University Business Officers, the Center for Educa-
tional Research at the University of Massachusetts
is conducting a study to determine the utilization
and financial characteristics of the tax-exempt
auxiliary corporations affiliated with major public
universities.
The chief fiscal officer of your university has
furnished me with your name as the individual re-
sponsible for operating an auxiliary corporation at
your institution. The name of your corporation or
university will not be published in the results of
this study.
It would be greatly appreciated if you would
take the time to complete the attached questionnaire
and return it in the envelope enclosed for your
convenience.
Thank you for your assistance.
Sincerely,
Robert W. Gailey
Research Associate
APPENDIX J
Questionnaire #2—Forwarded to Corporations
Chief Operating Officer
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Utilization and Financial Characteriatics of
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The Major Public Universities
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UNIUERSITV DF MASSACHUSETTS ^
CENTER FOR EDUCATIONAL RESEARCH STUDY NPC I.D. #
Utilization and Financial Characteristics of Tax-exempt
Auxiliary Corporations Affiliated tilth The Major Public Universities
PART I - GENERAL CHARACTERISTICS
1. Legal Name of Corporation
2. Name 8, Title of Respondent
Tel, n
3. Date of last day of current fiscal year
U. Hou long has your corporation been in existence? (Circle one) (n)
1. Less than a year
2. 1 to 3 years
3. 4 to 10 years
4. 11 to 20 years
5. 21 to 40 years
6. 41 years or more
Please Indicate exact number f veers
Do the articles of incorporation for your corporation specify any of
the following purposes? (Please circle all those that apply.)
1. Endoujment of chairs (12) 7. Research (18)
2. Lectureships (13) a. Community service projects (19)
3. Faculty fellowships (14) 9. Sale of products or servioes (20)
4. Student Financial aid (15) 10. Operation of university facilities (21)
5. Capital facilities (16) 11. Acquisition and/or development of
6. Capital equipment (17) real
estate (22)
12. DiBher (Specify) (23)
6.
Select the item belou which best describes hou your corporation is
presently being utilized. (Circle one) (24)
1. Fund raising for the University.
2. Provides auxiliary services (housing, food services, bookstore, etc.)
to University students and/or staff. (Specify service)
3. Provides publishing outlet for students snd/or staff.
4. Coordinates and/or conducts research.
5. Produces student neuspaper.
S. Operates an enterprise utilized as a student laboratory. (Please give
brief descriotion)
7.
Provides support for athletics.
a. Other (Please specify)
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7. One of the reasons for creating your private corporation ujas to create
flexibility not pe'rmisaable under the legal and/or financial constraints
of the state? (Circle one) (25)
1. Yea 2. Ka
a. One of the reasons for farming your separate corporation yas to limit
the legal liability of the University? (Circla one) (26)
1. Yea 2. No
5. Could ths University accomplish the purpose of the corporation yithout
forming a separate corparation? (Circle one) (27)
1. Yes 2. Ko
10. If aneyer to Question 9 Is "Yea", briefly state the primary reason uhy
the University selected to farm the separate corporation.
________
11 .
12 .
13.
1 <*.
Iiihat group associated yith the University uas primarily responsible for
initiating action that lad to the establishment of your corporation (Lias
it the "brain-child" af)7 (Circle one) (2B)
1. Trustees S.
z. Alumni 6.
3. Administration 7.
<*. Faculty a.
Who appointed and/or electad ths origli
corparation. (Circle ona) (29)
1. University trustees 5.
2. University alumni S.
3, University administration 7.
4, Unlvaraity faculty 8.
UhQ financed the atart-up
corporation? (Circle one)
BostB (legal
(30)
1. University h.
2. Private grant or donation 5.
3. Loan 6.
Uhn serves on ths Board of Directors ot
number.)
1. Univsrsitw trustees
2. University alumni
3. University faculty JrmS-
7.
Students
Friends
Other (Specify)
_________________
Don't know
lal incorporators of your
University students
Friends of Unlvarslty
Other (Specify)
Don't know
,
administrative, ate.) of your
Aduanee of revenue
Other (Specify)
Don ’ t knew-
f your corporation? (Please indicate
University administratlan
Unlvarslty students (3l-4t)
Friends of University
Other (Specify) (‘It- 41]
251
Page 3
15. IF the Board includes "friends" as indlnatad above, hou manv of these
individuals reside: (Please indicate number)
1. In local area of the Unlveraltv (45-i»6)
2. Throughout the state (1*7-48)
3. Outside the state (49-50)
IS. The number of emplcvees (full-time aquivalenta) of your corporatiDn.
(Circle one) ( 5 i)
1. 1 to 5 4. 26 to 50
2. 6 to 10 5. 51 to 100 Indicate
3. 11 to 25 6. 101 or more exact number
17. Khat employees of the University are unionized? (Circle all that apply)
1. Faculty (52) 4. Maintenance and/or Technical (55)
2. Prof. Administrators (53) 5. Custodial (56)
3. Clerical and secretarial (54) 6. None (57)
Uhat employees of your corporation are unionized? (Circle all that apply)
1. Faculty (50) 4 . Maintenance and/or Technical (61)
2. Prof. Administrators (59) 5. Custodial (62)
3. Clerical end secretarial (60) 6 . None (63)
Do your articles of incorporation stipulate that in the event of
dissolution, the assets of your corporation ulll go directly or indirectly
to the University? (Circle One.) (S**)
1 . Ves
2. No
The follouing question should have been addressed to the chief fiscal
officer but it would he appreciated If you could furnish the follouiing
Information. Only answer if information is readily available.
20. Ulas the University created by: (Circle one) (65)
1. State Statue
2. State Canstitution
3. Other (Specify)
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PART II ~ FINANCIAL RELATIOKSHIP aiTH UNIWERSITY
1. la the President of the University on your corporation board? (Circle one)
1.
Yes 2. No
2. I3 the chief fiscal officer of the University on your corporation
board? (Circle one) (12)
1. Yas Z. Kq
3. yhlch of the terms Hated below best describes the predoralnant rElatlonship
of the Univeraity fidrainlatratlon to the budget of your corporation?
(Circle one) (13)
1. Oauelopa corporation budget.
2. RevisMs corporetian budget.
3. Approves corporation budget.
4. Submits requBsta for support for inclusion in corporation budget.
5. ftans of the above.
4. Mho serves as the chief fiscal officer of your corporation? (Circle one)
1. Chief administrative officer of corporation
Title
z. Chief fiaeal afficsr of the University
University Title
3. Full-time employBe
Title
of corporation
h. Full-ti'iSe BiHployee
University Title
of University other than #2 above
5. Part-time employee
Title
of corporation
S. Part-time eraployse
UnlverBity Title
of University
7. Uolunteer
a. Other (Specify)
5. kJhat ig the title of the chief fiacal officer of the corporation?
6.
If the chief fiscal officer of your corporation Is an employee of the
University, Is ths person (Circle one) (15)
1. Paid entirely by the University?
Z. Paid partially by University and partially by corporation?
3. Paid entirely by your corporation?
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7. li the chief operating officer af the corporation (Circle one ) (16)
1. Fully paid by the University?
2. Paid partially by University and partially by corporation?
3. Paid entirely by your corporation?
S. Does your corporation rEiniburse the University for any services provided
by thB University? (Circle one) (^7 )
1
.
Ytea Z. No
9.
If the anaaer to Question #8 la “yes”, jlease briefly describe services.
10. Mho is presently providing the accounting and/or bookkeeping services
of the corporation? (Circle one) (10)
1. CorparatlEo paid saplayee
2 . UBlunteer of corporation
3. University gisployse
<*. Csrstracted service
11. If the sJniwerBlty provides accounting and/or bookkeeping aervlcea for
the Berporstlon, does the corporation reimburse the University for
that service? (Circle ona) (IS)
1. Yes 2. No
iZ. Does the chief operating officar of the oorporstion hold a University
title? (Circle one) (20)
1. Yea 2. No
13. If ansyer to Queation #12 is "yes", plBaaa specify title •
1<*. If the chief operating officer of your eorporatlon Is paid by your
corporation and reporta directly or indirectly to an officer of the
University, give title of that Uniweraity officer ,•
15. Does your corporation receive fedaral grants as an agent of the University?
(Circle one) (Zl)
1. Yea Z. ISO
16. Has the corporation received indirect costa in fedaral grants for
seruieea provided by the University? (Circle one) (22)
1. Vbs Z. No
17. Does your corporation laise land or facilities from the University?
(Circle Qhg) (23)
b. No Amount of annual Lease I ( 24-2B)1 . Yea
254
Page 6
18. Does your corporation lease land or facilities to the University?
(Circle one) (29)
1.
Vea 2. No Amount of annual lease t (30-34)
19. Does the firm or agency that audita the University alao audit your
corporation? (Circle one) (35)
1. VSa 2. No
20. Are your annual financial reports Included in the annual financial
reports of the Liniveraity? (Circle one) (36)
1. Yea 2. No 3. Don't Know
21. Total dollars donated or transferred to the University from your
corporation in the laat full fiscal year. (Circle all that apply)
1. Restricted amount t (37-43)
2. Unrestricted amount t (44-50)
3. None (51)
22. Did the University proceas any of Ita financial obligations through
your corporation during the laat fiscal year rather than cover the cost
directly with "Univeralty" funds? (Circle one) (52)
1. Yea 2. No
23. Has your corporation entered into a written contract to provide services
to the University? (Circle one) (53)
1. Yes 2. No
24. If the answer to Question #23 is "yes", was your corporation awarded
the contract on the basla of a competitive bid? (Circle one) (54)
1. Yes 2. No
25. Does your corporation employ full-time faculty to teach credit or
non-credit courses at the University? (Circle one) (55)
1. Yea 2. No
26. Does your corporation employ faculty to teach credit or non-credit
courses at the University to produce revenue for the corporation?
(Circle one) (56)
1. Yes 2. No
27. Is the income level of your oorporstion directly related (e.g. income
from housing) to the enrollment of the University? (Circle one) (57)
2. No1. Yes
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20. Hou do the aalariea paid by your corporation compare uith the salaries
paid by the University? (Circle one) (58)
1. No salaries paid by corporation.
2. Generally leas than University.
3. equal to the University.
U. Better than the University.
5. Don't know.
29. Hoii! do fringe benefits of your corporation compare uith the fringe
benefits of the University? (Circle one) (59)
1. No fringe benefits paid by corporation.
2. Generally less than Univeraity.
3. Equal to the Univeraity.
U. Better than the University.
5. Don't know.
30. In your opinion, uhlch of the three traditional functions of the
University doea your corporation primarily support? (Circle one) (60)
1. Teaching
2. Research
3. CoBniunlty or public service
256
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PART III - FINANCIAL STATUS OF CORPORATION
The ansiiiers to the next 17 questions should correspond to information contained
in Parts I and II of IRS Form 990 filed for the last fiscal year.
Receipts (Reuenues)
1. Gross sales and recelpta From all sources,
other than shown in Questions 5 and 6.
2 . Cost of goods sold. f3 ll-ll.)
3. Cost or other basis and sales
expenses of assets sold. (3-J-r-H)
4. Gross Income-Line 1 less sum of Lines 2 & 3 (i-nn)
5. Gross dues and assessments from members
and affiliates.
6. Gross contributions, gifts, grants h
7. Total (add Lines 4, 5, and 6) (\ L t-74)
6. Gross Receipts (add Lines 1, 5, and 6) (4-/I-/I)
9.
Expenaea and Disbursements
Expenses attributable to gross income A'/f'/i)
10. Expenses attributable to amount on
Line 6. (4-n-s^)
11. Disbursements for purpose for uhich
exempt (^-n a)
12. Excess of receipts over expenses end
disbursements kS!K-h)
Assets and Liabilities
Beginning
flacal
of last End of
year fiscal
last
year
13. Total Assets f4 H ^4)
14. Tntal LiRhllitles k-n-ld) (< 74 -m)
15. Net lilnrth fJ7-3-0 (3-33- 4X)
16. Haue you filed a tax return on Form 99Q-T, "Exempt Organization Business
Income Tax Return" in the past flue years? (Circle one) (5-43)
1. Yes Z. No
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17.
Of the gross sales and receipts in Question #1, hou much uias generated
in the last fiscal year from (answers should correspond to Part II of
Form 990): (Circle all that apply)
1. Sales of goods and services (5-44-51)
2. Interest (5-52-59)
3. Dividends (5-60-67)
4. Gross rents (5-68-75)
5. Gross royalties (6-11-18)
6. Gross amount received from sale of
assets (6-19-26)
18. In the fiscal year listed aboue, did the corporation receive a grant
from: (Circle all that apply)
1. State (6-27)
2 . Federal Government (6-28)
3. Private Foundation (6-Z9)
19. During the last fiscal year, what types of gifts did your corporation
receive? (Circle all that apply)
1. Cash (6-3Q) <4. Equipment (6-33)
2. Securities (6-31) 5. Real Estate (6-34)
3. Supplies (6-32) 6. Other (Specify) C 6-35)
20. Is your corporation planning to expand its fund raising activities in the
next fiscal year? (Cirola one) (6-36)
1. Ves 2. No
21. Does your corporation own the majority of stock of any private business
corporation? (Circle one) (6-37)
1. Yes 2. No
22. Book value of real estate and improvements owned by corporation,
t (6-38-45)
23. Does your corporation pay real estate taxes on land and/or facilities
owned? (Do not Include investment property.) (Circle one ) (6-46)
1. Ves 2. No
24. Does your corporation lease or have title to real estate for investment
purposes? (Circle one) (6-47)
1. Yes 2. No
APPENDIX K
First Follow-up Letter Forwarded to Corporations
Chief Operating Officer
ff/CfiS
SCHOOL OF EDUCATiON
Center for Educational Research
Approximately four weeks ago we forwarded to you
a letter of endorsement from the National Association
of College and University Business Officers and a
copy of the attached questionnaire. We have received
a significant return thus far, but would like to
include the data on your Corporation in the results
of this study.
The name of the University and/or corporation
will not be published in the report and the results
should assist the managers in higher education as
they attempt to generate additional resources and
flexibility. If the response has been returned or
is in the process of being completed, please disregard
this reminder. A duplicate questionnaire and a return
envelope has been attached for your convenience if the
original was misplaced.
We appreciate your participation.
Sincerely,
RWG:mm
Enel
.
Robert W. Gailey
Research Associate
APPENDIX L
Second Follow-up Letter Forwarded to
Corporations Chief Operating Officer
- 0m2
SCHOOL OF EDUCATION
Center for Educational Research
August ], 1977
Three weeks ago I sent you a reminder and indicated
that we would appreciate your participation 1n the study
concerning the utilization of auxiliary corporations
by the major public universities. We have not received
a response from you thus far, and we are finalizing the
data collection phase of this study.
We would certainly appreciate It if you would
return a completed questionnaire so that your corpora-
tion will be included in this study.
Sincerely,
Robert W. Galley
Research Associate
RWG:ram
Enc.
P.S. If you do not intend to complete and return the
questionnaire would you please circle one of the
following responses and return this note in the
envelope enclosed for your convenience.
We will not participate in the study because:
1. We do not have the time.
2. We do not release information of this type.
3. We do not see any value in the study.
4. Other
APPENDIX M
Summary of Financial Characteristics of
Auxiliary Corporations
General Research Support of Auxil lary
from Sales Foundations Related Support Indiv. Svcs. Services Estate
and Receipts 1 % 1 % # % # % % # %
Loss - - - - 1 10.0 - . - -
None - - 1 7.7 1 10.0 - - -
$1 $50,000 6 20.7 2 15.4 5 50.0 4 100.0 - 1 20.0
50,001 100,000 2 6.9 2 15.4 - - - - - 1 20.0
100,001 - 500,000 11 37.9 4 30.7 3 30.0 - 3 37.5 1 20,0
500,001 - 1,000,000 4 13.8 2 15.4 - - - 1 12.5 2 40.0
1,000,001 - 3,000,000 4 13.8 - - - - 4 50.0 -
3,000.001 - and up 2 6.3 2 15.4 - - _ - - -
Gross Contributions,
Gifts and Grants
Total 29 100.0 13 100.0 10 100.0 4 100.0 8 100.0 5 100.
Gross Income from
Dues and Assessment
None 11 91.7 2 100.0 1 12.5 2 50.0 1 25.0 1 100.
$1 $10,000 1 8.3 - - - - 1 25.0 - - - -
10,001 - 25,000 - - - - - - 1 25.0 - - - -
25,001 - 50,000 - - - - 2 25.0 - - 1 25.0 - -
50,001 - 100,000 - - - - 2 25.0 - - - - - -
100,001 - 200,000 - - - - 2 25.0 - - 1 25.0 - -
200,001 - and up - - - - 1 12.5 - - 1 25.0 - -
Total 12 100.0 2 100.0 8 100.0 4 100.0 4 100.0 1 100.
Athletic
Support
if %
1 50.0
1 50.0
“2 100.0
Support of
Spec. Act.
# %
1 50.0
1 50.0
Student
Publications
i %
Housing
If %
Bookstores
if %
Health
Related
if %
faculty
Club
Holdings
Investments
# %
33.3
66.7
50.0
50.0
60.0
20.0
20.0
4-H
Foundations
a %
1 50.0
1 50.0
All
Corporations
ff %
57.1
14.3
28.6
1 100.0
2 100.0
1 50.0
1 50.0
100.0 3 100.0
50.0
100.0 “100.0 5 100.0 ~2 100.0
1.0
3.1
30.9
9.3
28.9
9.3
12.3
5.2
7 Too 97 IMTO
1 100.0 1 100.0
1 50.0
1 50.01 100.0 - - . .
100.0 T iMTo T ioO
57.1
14.3
14.3
56.5
6.5
8.7
6.5
10.8
6.5
4.5
7 100.0 46 100.0
None
$1
10,001
100,001
1
,
000,001
3
.
000
.
001
10
.000
.
001
~ $ 10,000
- 100,000
- 1
,
000,000
- 3
,
000,000
- 10
,
000,000
- and UP
1
1
13
11
7
3.0
3.0
39.5
33.3
21.1
2
1
1
2
1
3
20.0
10.0
10.0
20.0
10.0
30.0
3
5
3
1
25.0
41.7
25.0
8.3
4
1
80.0
20.0
2
1
1
50.0
25.0
25.0
1
1
50.0
50.0
3 100.0
1
1
1
33.3
33.3
33.3
1 100.0 1 100.0
1 100.0 1
1
50.0
50.0
2 100.0 1
3
25.0
75.0
2 100.0
4
1
1
1
' 57.1
14.3
14.3
14.3
11
12
17
27
15
7
11.9
13.0
18.5
29.3
16.3
7.7
Total 33 100.0 iU 100.0 12 100.0 b 100.0 4 100.0 2 100.0 3 100.0 3 100.0 1 100.0 1 100.0 1 100.0 2 100.0 2 100.0 4 100.0 2 100.0 7 100.0 92 100.0
“jposs Receipts
None 1 10.0 1 .9
$ 50,000 2 5.9 1 8.3 2 16.6 2 40.0 - - 1 20.0 - - 1 50 0 - - - - - - 1 33.3 - 1 25.0 . 2 20.0 - 13 12.3
>0.001 250,000 3 8.8 3 25.0 4 33.3 2 40.0 1 12.5 1 20.0 - - 1 50,0 1 100.0 1 50.0 - - . - 1 50.0 1 25.0 . 4 40.0 23 21.7
' 50,001 500,000 5 14.7 1 8.3 2 16.6 - - 1 12.5 1 20.0 1 33.3 - - - - 1 50.0 - - 1 33.3 - - - . _ 1 10.0 14 13.2
;00,001 1
,
000,000 3 8.8 2 16.6 3 25.0 1 20.0 1 12.5 1 20.0 - - - - - - - - - - - - 1 50.0 1 25.0 _ . _ 13 12.3
.'-00,001 - 5
,
000,000 15 44.2 - - 1 12.5 - - 3 37.5 1 20.0 2 66.7 - - - - - - 3 100.0 - - - - 1 25.0 - 2 20.0 28 26.4
.
000,001 - and up 6 17.6 5 41.8 - - - - 2 25.0 . - - - - - - - - - - - 1 33.3 - - - . . 14 13 .?
Total 34 100.0 12 100.0 12 100.0 5 idfi.fl 8 100.0 5 100.0 3 100.0 2 100.0 1 100.0 3 100.0 3 100.0 3 100.0 2 100.0 4 100.0 - 10 100.0 106 100.0
General Research Alumni Support of Auxil iary Real Athletic Support of Student Heal th Facul ty Holding 4-H All
Foundations Related Support Indiv. Svcs. Services Estate Support Spec. Act. Publ ications Housing Bookstores Related Club Investments Foundations Mi sc Corporations
§ % # % # % # % % # % if % % % % a % # % % a % e % a % a %
Rents
None - 3 16.7 1 25.0 3 75.0 2 100.0 1 25.0 _ 1 50.0 - - - - - - - ~ 1 100.0 - _ _ _ _ 1 50.0 13 30.2
$1 - $10»000 6 33.3 1 25.0 - - - - - - - - - - - - - - - - - - - - - - _ _ . 7 16.3
10,001 - 50,000 3 16.7 - - 1 25.0 - - 1 25.0 - 1 50.0 - - - _ - • - - - - - 1 50.0 1 100.0 - _ . 8 18.6
50,001 - 100,000 2 11.1 1 25.0 - - - - - - 2 100.0 - - - - _ 1 100.0 - - - - 1 50.0 - - - - 1 50.0 8 18.6
100,001 - 200,000 1 5.5 - - - - - - - - - - - - - - - - - - - - - - - - - _ - - - 1 2.3
200,001 - 500,000 2 11.1 - - - - - - 2 50.0 - - - - - - - - - - - - - - - - . - _ . - 4 9.3
500,001 - and up 1 5.5 1 25.0 - - - - - - - - - - - - - - - - - - - - - - - - - - - 2 4.7
Total 18 100.0 4 100.0 4 100,0 2 100.0 4 100.0 2 100.0 2 100.0 - - - - 1 100.0 - ' 1 100.0 2 100.0 1 100.0 - - 2 100.0 43 100.0
Royal ties
None - 5 38.4 1 11.1 3 100.0 2 100.0 1 100.0 - 1 100.0 - - _ _ - - - - 1 100.0 2 100.0 - - - - 1 100.0 17 47.2
$1 - $1,000 1 7.7 3 33.3 - - - - - - - - - - - - - - - - - - - - - 1 50.0 - - - - 5 13.9
1,001 - 2,000 - - 2 22.2 - - - - - - - - - - - 1 100.0 - - - - - - - - - - - - - 3 8.3
2,001 - 10,000 2 15.4 1 11.1 _ - - - - - - - - - - - - - - - - - - - - - - - - 3 8.3
10,001 - 50,000 - 1 11.1 - - - - - - - - - - _ - - - - - - - - -
-
- - - - 2 5.6
50,001 - 100,000 2 15.4 - - _ - - - - - - - - - - - - - - - - - - - - - - - - - 2 5.6
100,001 - and up 3 23.1 1 11.1 - - - - - - - - - - - - - - - - - - - - - - - - - - 4 11.1
Total 13 100.0 9 100.0 3 100.0 2 100.0 1 100.0 1 100.0 - - 1 100.0 “ • 1 100.0 2 100.0 2 100.0 " 1 100.0 36 100.0
Sale of Assets
Loss 1 4.5 . _ _ _ . _ _ _ . . _ _ _ - - - - - - - - - - - 1 1.8
None 1 4.5 . _ 2 25.0 - 1 33.3 _ 1 100.0 - - _ _ - - - - 1 100.0 2 100.0 - - - - - - 8 14.3
$1 - $10,000 1 4.5 2 33.2 1 12.5 1 50.0 1 33.3 _ _ _ _ _ _ - - - - - - - - - - - - 1 50.0 7 12.5
10,001 - 50,000 1 4.5 1 16.7 . _ _ _ _ _ _ 1 100.0 - - - - - - - - 2 40.0 - - 1 50.0 6 10.7
50,001 - 250,000 7 32.1 1 16.7 3 37.5 _ _ _ _ _ - - - - - - - - 3 60.0 1 100.0 •
- 15 26.8
250,001 - 1,000,000 5 22.7 1 16.7 2 25.0 1 50.0 1 33.3 _ - - _ - - - - - - - - - - - - -
- 10 17.9
1,000,001 - 3,000,000 5, 22.7 - - _ - • - - - _ 1 100.0 _ - _ - _ _
- - 1 100.0 - - - - - - - - - - 7 12.5
3,000,001 - and up 1 4.5 1 16.7 - - - _ _ - - _ - _ -* - - - - - - - - - - -
- - 2 3.6
Total 22 100.0 5 100.0 8 100.0 2 100.0 3 100.0 1 100.0 1 100.0 - - 1 100.0 - - 1 100.0 1 100.0 2 100.0 5 100.0 1 100.0 2 100.0 56 100.0
Total Gross
$1
Income
$50,000 2 5.9 3 25.0 3 60.0 1 20.0 2 66.7 2 100.0 1 50.0 3 50.0 1 50.0 2 28.6 20 18.9
50.001 250.000
1.060.000
4 11.8 3 27.3 6 50.0 1 20.0 1 14.3 1 20.0 - - 1 33.3 1 100.0 2 66.7 _ . _ 1 50.0 2 28.6 23 21.7
250,001 10 29.4 3 27.3 3 25.0 1 20.0 1 14,3 2 40.0 2 50.0 - - - - _ _ 1 50.0 3 50.0 2 28.6 28 26.4
1,000,001 - 3,000,000 8 23.5 1 9.1 - - . - 5 71.4 1 20.0 2 50.0 - - - - 1 33.3 2 100.0 _ . . . 1 14.3 21 15.8
3.000,001 - 10,000,000 8 23.5 - - - - - - - - - - - - - - - - _ . . . . . . 8 7.5
1C. 000, 001 - and up 2 5.9 4 36.3 - - - - - - - - - - - - - -
_
_
_
. -
- - -
-
-
- 6 5.7
Total 34 100.0 11 100.0 12 100.0 b 100.0 / 100.0 b 100.0 4 100.0 J 100.0 1 100.0 3 100.0 2 100.0 2 100.0 2 100.0 6 100.0 2 100.0 7 100.0 106 100.0
General
Foundations
# %
Resea rch
Related
Alumni Support of Auxiliary Real
Support Indiv. Svcs. Services Estate
Athletic Support of
Support Spec. Act.
# # %
Missing Data 13 28.9 3 17.6 5 33.3 5 50.0 2 20.0
None - - - - 1 6.7 1 10.0 - -
$1 $50,000 5 11.1 4 23.5 3 20.0 3 30.0 - -
50.001 250,000 5 11.1 4 23.5 2 13.3 - - - -
:5n,oci 500,000 7 15.6 1 5.9 2 13.3 - - 2 20.0
500,001 1 ,000,000 3 6.7 2 11.8 2 13.3 1 10.0 2 20.0
1,000,001 - 5,000,000 10 22.2 - - - - - - 3 30.0
5,000,001 - and up 2 4.4 3 17.6 - - - - 1 10.0
Total 45 “T5DT0 17 TOOT" lb 100.0 10 lOO.O lu 100.0
Sales 0 ^^ Goods and Services:
None 7 50.0 1 14.2 _ - 2 100.0 -
$1 $10,000 - 1 14.2 3 50.0 - - - -
10,001 50,000 - - 1 14.2 1 16.7 - - - -
50,001 250,000 5 35.7 1 14.2 2 33.3 - - 1 12.5
250,001 - 1,000,000 1 7.1 1 14.2 - - - - 3 37.5
1,000,001 - 3,000,000 1 7.1 - - - - - - - -
3,000,000 - and up 2 29.0 - - - - 4 50.0
28.6
U.3
28.6
14.3
14.3
25.0
25.0
Student
Publications
# %
2 50.0
1 25.0
1 25.0
Housing
%
25.0
25.0
25.0
Bookstores
a %
Heal th
Related
# %
Facul ty
Club
40.0
20.0
20.0
Holding
Investments
# %
1 16.7
50.0
50.0
16.7
50.0
16.7
4-H
Foundations
# %
1 50.0
1 50.0
%
10.0
40.0
30.0
10.0
All
Corporations
7 “100.0
33.3
100 . 0
"
TMTO
100.0
1 100.0
28.7
1.3
16.7
15.3
12.0
7.3
14.0
3 100.0 5 100.0 2 100.0 6 100.0 2 ICO.O 10 100.0 150 100.0
.
_ . . 10 17.3
- -
- -
-
-
- - -
- - . 4 6.9
- - 1 33.3 1 50.0 1 50.0 - - 3 60.0 9 15.5
1 33.3 - - - - - - 1 100.0 1 20.0 13 22.4
- - 1 33.3 1 50.0 1 50.0 - - 1 20.0 9 15.5
1 33.3 - - - - - - _ 5 8.6
1 33.3 1 33.3 - - - - - - - - 8 13.8
Total
Interest:
IT 100.0 7 100.0 b lOTT.O 2 100.
0
8 100.0 2 100.0 1 100.0 1 100.0 1 100.0 3 100.0 3 100.0 2 100.0 2 100.0 1 100.
0
5 100.0 58 100.0
None - - - - - - - - - _ _ _ _ _ _ . _ _ _ . - . - _ - - 1 1.2
$1 - SlO.OOO 4 13.3 4 36.4 3 42.8 2 50,0 1 20.0 - - _ - 1 100.0 - - 1 50.0 - - 1 50.0 1 50.0 1 16.7 1 50.0 1 25.0 21 24.4
10,001 - 50,000 9 30.0 4 36.4 1 14.3 2 50.0 3 60.0 - - 2 66.7 - - _ _ - - 3 100.0 - - . - 4 66.7 1 50.0 3 75.0 32 37.1
50,001 - 100,000 5 16.7 - - 2 28.6 - - 1 20.0 2 50.0 1 33.3 - - - - - - - - - - - - - - - - - - 11 12.8
100,001 - 250,000 7 23.3 1 9.1 - - - - - . 1 25.0 - - - - - 1 50.0 - - - - - - 1 16.7 - - - - 11 12.8
250,001 - 750,000 3 10.0 1 9.1 - - - - - - 1 25.0 _ - - - - - - - - - 1 50.0 - - - - - - - - 6 7.0
750,001 •- and up 2 6.7 1 9.1 1 14.3 _ - - _ _ _ . - - - _ - - - - - - - - - - - - - 4 4.7
Total 30 100.0 11 100.0 7 100.0 4 100.0 5 100.0 4 100.0 3 lOo.o 1 100.0 - 2 100.0 3 100.0 2 100.0 2 100.0 6 100.0 2 100.0 4 100.0 B6 100.0
Dividends:
None - - 1 16.7 1 14.2 1 33.3 1 100.0 - - 1 50.0
$1 - $10,000 5 20.0 2 33.2 5 71.6 1 33.3 - - - 1 50.0
10,001 50,000 4 16.0 1 16.7 1 14.2 1 33.3 - 1 100.0 - _
50,001 - 100,000 7 28.0 1 16.7 - - - - - - _ - _
100,001 - 200,000 3 12.0 - - - - - - - _ _ - _
200,001 - 500.000 5 20.0 - - - - - - - - - - _
500,001 - and up 1 4.0 1 16.7 _ - - _ _
Total 25 100.0 6 100.0 7 100.0 3 100.0 1 100.0 1 100.0 2 100.0
1 50.0 2 100.0 - - - - 1 50.0 9 16.4
1 50.0 - - 2 50.0 - - - - 17 30.9
2 50.0 - - 1 50.0 11 20.0
- -
-
- 8 14.5
-
-
-
- 3 5.5
- -
- » 5 9.1
-
-
2 3.6
J 100.0 2 TMTO 4 100.0 ^ 2 100.0 55 100.0
Disbursements for
Exempt Purposes
None
$1
50.001
100.001
500,001
1,000,001
3,000,001
Total
$50,000
100,000
500,000
1,000,000
3,000,000
and up
General Research Alumni Support of Au X i 1 i a ry Real
Foundations Related Support Indiv. Svcs. Services Estate
# % # % # % » % % # %
1 3.1 1 10.0 1 14.3 - -
4 12.5 1 10.0 2 28.0 4 100.0 - - - -
3 9.3 1 10.0 - - - - 2 50.0 1 25.0
10 31.4 3 30.0 3 42.9 - - - - 1 25.0
4 12.5 - - 1 14.3 - - - - 1 25.0
7 21.9 1 10.0 - - - - 2 50.0 1 25.0
3 9.3 3 30.0 - - - - - - - -
32 100.0 lu 100.0 / 100.0 4 100.0 4 100.0 4 100.0
Athletic Support of Student
Support Spec. Act. Publications Housing Bookstores#% § % # %
1 50.0
1 50.0 - . _ . . .
1 100.0 - - - -
1 50.0 - - - . _ . . _
1 50.0 - - - - - _ _ .
T loO 2 TMTo i Too :
Heal th Facul ty Holding 4-H All
Related Club Investments Foundations Misc. Corporations
# % # % % # % # % i? %
1 100.0 i 100.0 i 20.0 i io5.o
2
1
28.6
14.3
6
17
7.4
21.0
-
- 1 20.0 - 2 28.6 11 13.6
-
- 3 60.0 - 1 14.3 21 25.9
“
-
- -
-
-
- 7 8.7
-
-
- > 1 14.3 13 16.0
-
- -
-
-
_ - 6 7.4
1 100.0 1 100.0 5 100.0 1 100.0 7 100.0 81 100.0
Excess of Receipts
Over Expenses
Deficit 2 5.9 3 23.1 2 18.2 - 1 12.5 2 40.0 - - 1 50.0 1 50.0
Breakdown 2 5.9 - - - - 1 20.0 - - - - - - 1 50.0
$1 - $50,000 3 8,8 3 23.1 6 54.5 3 60.0 3 37.5 2 40.0 1 33.3 1 50.0 - -
50,001 - 100,000 13 38.7 4 30.7 2 18.2 - - 4 50.0 - - - - - - -
100,001 - 500,000 6 17.6 1 7.7 - - 1 20.0 - - - - 2 66.7 - - -
500,001 - 1,000,000 6 17.6 - - 1 9.1 - - - 1 20.0 - - - - -
1,000,001 - 3,000,000 2 5.9 2 15.4 - - - - - - - - - - - - -
Total 34 100.0 13 100.0 11 100.0 5 100.0 8 100.0 5 100.0 3 100.0 2 100.0 2 100.0
33.3
33.3
33.3
100.0
3 100.0
3 100.0
- - 1 50.0 1 16.7
1 33.3 1 50.0 3 50.0
1 33.3 - - 1 16.7
1 33.3 - - 1 16.7
1 IMTO 2 iOOTO 6 100^
50.0 2 28.6 18 16.5
- -
- 4 3.7
- 3 42.9 31 28.4
50.0 2 28.6 32 29.4
-
- - 12 11.0
- - 8 7.3
- - 4 8.7
100.0 7 lOO.O 109 100.0
Ending Assets
$1 - $50,000 1 2.8 1 6.7 1 11.1 3 60.0 - - 1 16.7 - 2 100.0 2 66.7 . . - 1 33.3 _ . _ 1 50.0 3 37.5 17 14.9
50,001 - 250,000 4 11.1 3 20.0 4 44.4 - - 1 12.5 - - 1 33.3 - - - - 1 33.3 - . 1 33.3 1 50.0 - - 1 12.5 16 14.0
250,001 - 1,000,000 4 11.1 3 20.0 2 22.2 1 20.0 2 25.0 - - - - - 1 33.3 1 33.3 2 66.7 - - - - _ 3 37.5 24 21.0
1,000,001 - 3,000,000 7 19.4 3 20.0 2 22.2 1 20.0 4 50.0 1 16.7 1 33.3 - - - - - 1 33.3 - 1 50.0 4 66.7 1 50.0 1 12.5 23 20.2
3,000,001 - 10,000,000 13 36.2 3 20.0 - - - - 1 12.5 3 50.0 1 33.3 - - - - - - - - 1 33.3 _ - 1 16.7 - _ 23 20.2
10,000,001 - and up 7 19.4 2 13.3 - - - - - - 1 16.7 - - - - - 1 33.3 - - . - - 1 16.7 . . _ 11 9.7
Total 36 100.0 15 100.0 9 100.0 5 100.0 8 100.0 6 100.0 3 100.0 2 100.0 3 100.0 3 100.0 3 100.0 3 100.0 2 100.0 6 100.0 2 100.0 8 100.0 114 100.0
Ending Liabil ities
None 4 12.9 1 8.3 - . 3 75.0 _ . . _ 1 50.0 - - _ - - - - - - - - . - <1 9.4
$1 - $50,000 7 22.6 2 16.6 5 71.4 1 25.0 _ . 1 16.7 . 1 50.0 3 100.0 - - 1 33.3 1 33.3 1 50.0 2 100.0 1 100.0 4 57.2 30 31.2
50,001 - 250,000 7 22.6 3 25.0 1 14.3 _ - 2 25.0 - - - - - 1 33.3 - - 1 33.3 1 50.0 - - - 1 14.3 17 17.7
250,001 - 1,000,000 7 22.6 - - - - _ _ 4 50.0 1 16.7 1 50.0 - - - 1 33.3 2 66.7 1 33.3 - - - - - 2 28.6 19 19.8
1,000,001 - 3,000,000 1 3.2 5 41.8 1 14.3 _ _ 2 25.0 2 33.3 1 50.0 - - - _ - - - - - - - - - - - 12 12.5
3,000,001 - 10,000,000 3 9.6 1 8.3 - - _ 1 16.7 - . . - - - - - . - - - - - - - 5 5.2
10,000,001 - and up 2 6.5 - - - - _ _ 1 16.7 _ _ - - 1 33.3 - - - - - - - - - - 4 4.2
Total 31 100.0 13 100.0 7 100.0 4
,
100.0 8 100.0 6 100.0 2 100.0 2 100.0 3 100.0 3 100.0 3 100.0 3 100.0 2 100.0 2 100.0 1 100.0 7 100.0 96 100.0
Ending Net Worth
General Research Alumni Support of
Foundations Related Support Indiv. Svcs.
Auxil iary
Services
# %
Real
Estate
# %
Athletic
Support
# %
Over Assets - - 1 6.7 - - - - 2 25.0 - - -
None 4 10.8 - - - - - - - - - - - -
$1 - $50,000 2 5.4 1 6.7 2 22.2 3 50.0 - - 2 33.3 - -
50,001 - 250,000 3 8.1 2 13.3 3 33.3 - - - - 1 16.7 1 33.3
250,001 - 1,000,000 4 10.8 4 26.7 3 33.3 2 33.3 2 25.0 1 16.7 - -
1,000.001 - 3,000,000 8 21.6 3 20.0 1 11.1 1 16.7 3 37.5 1 16.7 2 66.7
3,000,001 - 10,000,000 12 32.5 2 13.3 - - - - 1 12.5 1 16.7 - -
10,000,001 - and up 4 10.8 2 13.3 - - - - - - - - - -
Total 37 100.0 15 100.0 9 100.0 6 100.0 8 100.0 6 100.0 3 100.0
Support of Student
Housing
Heal th
Spec. Act. Pubi ications Bookstores Related
# % # % % # % # %
Facul ty
Club
# %
Holding 4.H
Investments Foundations
» * » %
Misc.
« *
A11
Corporations
# %
2
2
1 33.3
100.0 1 33.3
1 33.3
100.0 3 100.0
2 66.7 - -
1 33.3
2 66.7
1 33.3
"3 100.0 3 rooTO"
2 66.7 1 50.0
1 50.0
1 33.3 - J
"3 100.0 2 100.0
1 50.0
4 66.7 - .
1 16.7 1 50.0
1 16.7 - -
"S 100.0 2 100.0
1 12.5 4 3.4
1 12'5 6 5.2
2 25.0 21 le.i
10 8.6
2 37.5 28 24.2
1 12.5 23 19.8
IS 15.5
^
6 5.2
8 100.0 116 100.0
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